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INTER STi.TE DISi^i^filTIES lU DEVELOPMENT IM 

INDIi, 

Dr. (Mrs) Hemlata Rao”**- 
I 

Introduction : 

V/htin development over different regions occurs un-equ§lly| 
it becomes .politically imperative to resort to corrective policy 
measures. This is crucial fr.ra all angles-political, economic 
ant! suclai consideratiuns. An unchecked and uncontrolled 
process of growth leading tu regional disparities, results in 
numerous economic, Swcial and cultural problems* Hiese problems 
take a serious shape and subsequently become hard to eliminate* 
1hc‘ inoquidities lead to incomplete utilisation of resources and 
to n growth wf public costs involved in functioning of its 
economy. «r*clitically, regional imbalances have far reaching 
effects* %e very foundation of a federation can be weakened by 
increasing regional disparities. ?rof. Abarkar rightly empahsis- 
ed the need f^r bringing down regional disparities when he 
writes Hence, there is a case for supporting the backward 

parts of the country at the e>ipense of advanced even though the 
fi,naer did not promise rapid development into industrial or 
wealthy localities. Fir if these are not thus protected they 
jsl>';.ht rni?idly become nurseries for the bacilli of countless 

svcird wviiiJ, disease, crime and lawlessness - whose pestijentinl 

- 

■ : ■ - ■ 

, ^ , .j#" 

-'.ssociato i'rofessor. Institute for Social & Eccn.^mic 
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tif.Cef'.t:,-; on advauf.eti areas may cost the latter much more 

In Lnairi/t^;t frora the inception of the planrting era, the 

probionu; oi balanced re<^ional development had attracted the 

attention of economists, planners and politicians. Various 

Firiince Comissions and the rlanning Conmiission laid much eiapha- 

sin on the ob.jiuctlve of achieving balanced regional development. 

Thus, ttic Very iirst Finance Commission, while drawing up the 

sche;;io of assistance, proclaimed, “the scheme of distribution 

2 

stu/Uld attempt to lessen the inequalities betv/cen states." 

Itiis consideratiwn was generally kept in mind by all the succe- 
eding Finance Commissiens. Likewise, the planning commission 
has filao been emphasising; the need to redress regional dispari- 
ties, the plan drafts of the third and the subsequent Five Year 
t^lans stressed on this objective of equrdisation. During tho 
Fourth Five Year flan i.’eriod, the concept of ’backward region’ 
came to the surface sind various committees were appointed to 
identify backv/ard states and to suggest fin?uicial sch€?incs for 
their duvelopinent. 

With teis background, in this paper an attempt is directed 
at assessing the extent of inter-state disparities in various 
sent..rai. levels of development, infrastructural facilities and 
t..‘ trrcu the trends in regi,<nal disparities in development as 
measured by percapltu state domestic product, 

^aiark.'T, F, jiv, ,TincioluS and AT^biuuis of Fedv-T-ai .'in.-.nrx , 
0 I'Li'i Ltd., L.-ndon, 1'?53, Chap, XIT, *.',215* 

''"G.. vt, cf indie, "Ajp-^^rt wf the Mna.ncc Cotauissi-zn’ 

i » ,, » 4 , j OI*!.'. t* li * ^ ^ 
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II 



in view of thj c^.ntinuing need tu help states that are 
ucn,'n-;;iically backward, it becumes essential to evolve some 
indicat vs ii-r the measuroment of. relative economic backward- 
ness. -Mny plan or policy towards regio.nal dovelcpmcnt would 
call f^r r.n idcntificati< n of backward regions. In a federal 
c 'intry, Identiriciti :jn of backward states becomes necessary 
not .nly f.r the purpose of transfering resources from the centre 
to the federating states but also to assess the competing claims 
f-r ndditi.tiGl assistance and or investments by different 
states. Q dte often, one finds, state pe.rsuasi^n and pressure 
fur ptdditi^.nai central assistance on the plea of lessening 
regi /Oal disparities. T„. support their claims, individual 
state, it is frequent to find, may try to project its own 
standard for identifying less developed regions. Sometimes 
these divergent standards may assume serious proportions, 
thereby shaking the very foundation of the federation, 
h’aturally, it becomes imperative on the part of the central 
goveniDunt to develop a dispassionate and objective standard 
free fr-:-in any kind cf pressures, to identify differentially 
dcvelui.i-ud states. In this section an attempt is made to 
develop such a measure, using the statistical technique of 
Factor ^triuilysis. Ihu f,li-.wing steps ar^j involved bef ux 
inp :’.t cc:npv-site index of devulvpment. First: selecti n of 
t''.clc ^Jiysical indicat-rs sectoral development. 
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Soc^M t Dorivati:.n of sectoral indices by the moth-.d of 
Factwr iin/iiysic and 

Third ; Derivation of composite index of development by using 
varii.us soctwrnl indices as the indicators of development and 
combining them together after assigning weights in terms of 
fact'.-r loadings. 

The Composite index cf sectoral and aggregate indices 
help us in determining the- extent and typology of backwardness 
in Indio. 

The Model ; 

T- state the method which we have employed more specifi- 
cally, 1st xij (Y) be the ’j* the variable pertaining to *Y’ 
sector £«.r ’i’ th state. In the present study » 1,2. .,51 
indicators Y«1, 2... 8 sectors and i » 1,2.,,l6 states the 51 
indicators are distributed into the fgllowi.ng eight sectors; 

No. of indicators 


1. Agriculture 14 

2. Industry CJeneral . . 6 

3. Industry Small Scale _ . . 6 

4. Banking 4 

5. rr-iHSport 4 

6. i^^wor ,, 4 

7. Hcjdth 7 

8. Fducatiwji .. 6 

T.dnl .. *5T 


L'ij- index either at the sectoral level gr at the 

level is n>-tliing but the factor score of individual 
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state ./Dtaincd wii the First Principal com^^onent. Thus the 


uic-f'.suru ■'.dwptoci is, 
n 

Zil « aji X XI 1 

j=i 'SE3""" 


Where 


Zii=» Fact-jr Sc^/rcC composite index) of *i’thc* State on 
First erincipfil C .mponent 

rgl - Factor lo-^dings of the First Princl.^nl C-.-mp-onent 
Victor relating to 'j* the indicator, 

6xi = Standard duvintiwn of the X.- Yarinble. 

■ u 


In a s.civ-economic analysis, when the purpose is to make 
tnc inter-Tcgional c- niparison of relative levels of development 
wT any -ther aspect, the first Factor Mcthoo at two stagc-s is 
prcfernblc. «t the first stage, the initial variable relating 
to . articular sectors are taxen int'S account and first Factor 

for each ol the sectors is derived. ' kt the second, all the 

#■ ■ ■ 

First Factv,rs «i different sectors arc pooled together and their 
First F?’Ct,r is derived to measure composite level of develop- 
ment. 



T- devuljp our medol identifying differentially developed 
staCcS and analysing inter-state disparities in development in 
India, wc ch.se -us already mentioned 51 indicators from ei^^t 
specific Sv-ci -rs, the variables .are listed bulcvn 
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iiKTK 


■’.•a hector 


1, hut n.,wn croa as % of t .-tal area % 

2, Cr'./pi'ini;; intensity, % 

jj, Cultural -.tutput per persv^n employed in cu^riculturo 
in Rs* ' . ■ 

4. Fortiliccr c.^nsui.ipti n jor hect. in kgs. 

!>. uil engines per 10,000 hect, of net irrig..tud area, 

6. Electric puiiipSut for -do- 

7. fr ct,-rs per IfJch hectares cf NSA 
ii. Extent uf irri, actions 

9» Irrityiti n Intensity 

10. c jnsu:npti ,n for agricullxire as /« :f totaj c.r nsixiption. 

11. ..grlcuicur d S''.clety per 100 kt.i. 

12. i.fji'l.s ricty p^.-r lakh* of pepulati en, 

13..iiiik ,r ductivity ..or rlilch animal Lit, per day 
14. i'crcapita avail -.bii i ty of milk per day 

II. Industrial Sector : General 

1. N.-,...!' Re^d, Fact .ri-.s per 100 Km^ 

2. Nj. f Fact ries p^r 1 er ro pop'ulati.^.n 

3. Tut.'l Capita.! -do- : 

4. I’oct.ry employees pv.r 1000 ^jopulati.^n 

5. Valu., added Dy mfd, per 100 em,.loyces 

6. Value -d-.- per lakh cf aoi.ulntion 


III. Industrial Sect..r (anall Scrale ) 

1, fl.. . f small scale units p._r lakh wf population 

2. W..>. -d'- per 100 


3. finj.‘le/ccs as /a -A' ulation 

4. Gf' ss v,.1uu ''-f -utput per unit 
3. Out, ut pur i''ikh . .^pul'.ti*. n 
6. Output per 100 Km 


IV. Banking S^ct^r 


1. I-i,.- f offices per 100 Km . 

2. Oe,. ul-!ti..r. i»er ban/, office (invu-rso) 

3. Du] .-‘sit per capita 

4. Credit pu-r capita 

.;>v;ur jwctwr 

1, i'or capita consumption (units) 

2. % eX villages ulectrilled. 

>. , tK.j.Set.'f. i.,)IlCTgiSCd, 

4. genwrati n ^ler 10,000 populati-n KWi;, 


1, T. tal R ad Length pv.r 100 km 

2, eurcwntfpe af surf-'Ced ft ad length i.c. tetal r.ad 
5. .'4:‘.,isiered f4ut r vehicles per lakh af population 
4, 0 eas vehicles per lakh -^f pi'pul-.tien. 
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VII. Hu-dth ooct r ; 

1. ll.,SiJit'''ds Per 100 km^ 

2. H-spitciLs per lakh population, 

3. No.uf Dispensaries per 100 km^ 

4. Dispensaries ^. e-r lakh of population, 

fj. Hospital bods per « lakh of population 

6. D ct^rs per 100 km*^ 

7, D,ctcrs j'cr Itikh of population, 

VII J . Idiuce.tii: n doctor ; 

1. Enr^lwunt of student in I-V class as % of po.-'Ulation 
in tih- opo p;r-:,u,. 6-11 years. 

2. hrir . li.iunt in VI-VII classes as % of population in the 

ape Il-i4 years. 

3. £nr-lment in IX and above as of population in the 

ago preup -f 1^i-17 years. 

4. Knr^lii.wnt in collcg'iS as of populati^-n in the age 
group of 17 arxt above. 

5. A .jf iiturntes, 

€», % -f Female literates to total I'-opulatlon, 

The data are obtained from the statistical i.bstract 3f 
India, 1979 and from Inter-str.te Economic indicators published 
by the Planning Department of Karnataka State. Data relate to 
the yi.-»rs 73-76 and 76-77. ..s an empirical exercise the study 

is subjected to tnc limitation of availability oi data, which 
call for ciiscriminate use >f the available data fund constant 
awareness of what is n^t available and caution in the inter- 
prete.ti:n ol' rv-sults. 


xJef -re, identifying states according tu their overall 
levels vf developraent, we shall briefly present their sectoral 
devcicp'mvnt prufilu; : 


i) cultural Sect; rs : : 

euiturc is thj m'.,st imiurtant sector in the c untry, 
Ilo i::«. 0 nance noeds hardly tw be stressed, as majority ^ 

, Oi.ul: ti -•ri tie-. -ends upen this seetT. In ^rder te asoesa the 
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intur-st;',te disparities in this sector, we selected 14 indica- 
t'-rs, roriectin^j the extent and intensity of n/;ricalturo, irri,j- 
atien availability, modernisation, credit facilities and so on. 
The data nro presented in Table 1. The Irast row of the table 
measures the extent of disparities with respect to each cf tho 
variable in torais of coefficients of variation. 

Fact../r i.nilysis of the 14 indicators brought out three 
important factors. The first factor explained about 72% of 
variance, the second factor explained ab^-'Ut 13% of the total 
variance, i.s can be seen from table 2. Factor leadings of all 
tho indicn, t . rs exce^;t the 3th and 6th variables viz. oil engines 
and electric puj.\taets, revealed hi^ corrolativ^n between the 
indicatv^rs and the first factor. Thus, first factor in general 
measures ^(Vwrall agricultural development in India. Ihe second 
facti-r has high correltati..n only with oil engines and the third 
factwr h s high correlation only with electric pumpsots. 

However, tho fr.ct.rs 2 and 3 explain very little variance and 
hence wHiy first princi;,al component can be taken as an index 
of agricultural development. 

The 1..W c efficients on the 5th and the 6th variables 
Incic.’itc c.ncuntrntuU 'ipp-licatic n of these variables in a few 
staiieo like linryan?., Maharashtra and Gujarat. 

ract.^r scores obtained by individUtal states are given, in 
'.'ulumn 1 ... f i. .. c .reful perusal f these sc-r>-s revc'-l 

that the statws of * unjab, Haryana, Trr.iil Madu, U,.“. , Kerala 
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Gujarat are the agriculturally developed states. On the 
Cw<ntrary the states of M.i,'., Assam, Orissa, Karnataka, J & K 
and West Bengal, are the agriculturally backward states, 
Rajasthan, Bihar, Maharashtra, are the average states - 

r.Swderately abuve or beluw nati.-nal average level of agricultural 
cieveluf^-ment. 

i»n exfouinatiun of the coefficients of variation given in 
the l--,ot r-v.* ^f table 1 indicates the extent of regional dis- 
..aritics pre^'ailing in India, with respect to each of the 14 
iridicat-rs, curs> ry lov-K at the G, V. values reveal that 
tiiore is wide disparities mainly with respect t-: the use af 



efficients vf 33.53 
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lift devices like oil engines & electric pumpsets and the use 
of tractors. The coefficients are as high as I3i.04, 146.19 

and 163.03 for oil engines, electric pumpsets nnd tractors 

* 

respectively. This bringsforth the lopsided and concentrated 
spread of modernisation and mechanisation of tho agricultural 
sector in the country. The states, with high value on these 
variables are Gujarat in case of oil engines, Haryana and Tarail- 
n:idu in case of electric pumpsets and ttinjab and Haryana in 
ceso of tractors. The next set of variables having mor« than 
70ji> of C.V. value are: ilgricultural coop. societies, per capita 
availability of milk, power consumption for agricultural purpo- 
ses and fertiliser consumption. 

There is very little inter-state disparities in case of 
cropping intensity and irrigation intensity. In those two 
cases, C.V, values arc s low as 10,77% and 15.12%. 

Another important variable responsible for inter-state 
disparities in agricultural development is the extent of 
irrigation, for vdiich C.V. value w'^s as hign as 63,19%* With 
respect to this variable, the performance of states of I'l^njab, 
Haryaiu., I’,*',, J & K, Tamilnadu and Bihar is above average, Tho 
wioe disparities in the extent of irrigation, can largely be 
attribuljd to the irrigation potential available to a state rind 
tr;e extent of created potential. It can be seen frem Table 4, 

uUw .'f ,ib has 'ilre-'dy utilised 79*7% of it;-. 

,1 vail. able irri juti -n potentir^J., Thus the cre*^ted ootentiai 
pi,rct.nt’u:e cf Net sown area is as high as 125.3%. Thin impliv:". , 
tfr.t thi^ i'unjab has already created vast irrigatiwn pet j".l‘ a'--! 


iil 


I 




Tablo 4: Irri/^ation I'ctential & Utilisativ-n 




SI. 


Net Irri- ■ 

Created ■ 

Created 


No. 

States 

gation 

Irrigatic.n 

i'otcntial % 




Areas % to 

t'otential 

t ■ available 




N.S.i.. 

% to N.o.A. 

potential 
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and hcncu c,uld irriij,atj ab.ut 774 of its N.S.n, Infact the 
cro-itcd p./toncirJ, is n-t fully utilised in the state. In case 
it is fully utilisv-'d, the state of fiinjab will have Irrigation 
surplus even .-it the present level of created petenti'-JL, 

Further, if the available potential is fully exploited, it may 
he in a position tw contribute substantially to its neighbouring 
states - Likev/ise, che porferraance cf Haryana is also praise 
w.rthy, fhe crer’t„u potential forms -f its N*S,A, and 
still, it h .a ab-ut 33,i'4 of potential which can further be 
tapped ano create irri{ati .n surplus in the state, Bihar, also 
has vast irrigation p-tential, however, its utilisation has 
been very much limitud, Ha..' state h:,s utilised only about 39% 
of its avr.ilnbli, p .tential, anu ..ut of this created potential 
actu'il utilis.ati .n h s benefitted only 57.3% of N.S.^t, Bihar, 
with an .ap-,.rwpri ■' te irrigatiwn policies can be made comparable 
with iunjnb or Haryana with respect to Irrigation, 'On the ether 
hand the state .1 Rajasthan has alreacy utilised 65.2% of its 
available potential even with this high level vf irrigation 
pwtential created, 'the state is in a pcsiticn to irrigate only 22.3% 
.f its Thus the limited availability uf irrigation 

tentiiJ. .'inu the extent of its utilisation, explaines the 
Cf.uses A inter-state disparities in irrigation extent. 

In su.i, intur-statc disparities in agriculturfil sector 
con lu - tti'ibuti. .1 t.. the di I'l wTcntlal levels of st-’tes 

nttaiawC in c-^-Se of muChanis;'ti--n, nn. uernisaticn, irrig-.ti .n 


and credit availability. 
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ii. Inc lust riel 3cct.,r ; 

Incufitrial dovolopiaent is bi-di.aonsiuml in India, One 
dihiensi-n relnt^js tu predominantly large and medium scale 
industries and the -ther relates to small scale industries, 
Theruf'^re, in this paper we have analysed gener- 1 industrial 
d.evelw.»nient p.nd small scale industrial development separately, 

F^r pur^’.scs of general industrial development, we selected 
6 variabluo. Factor /‘analysis, brought v.iut tW'.. fact ,rs explain- 
ing the inter-state v riance. The equr.ti 'n fer the first factor 
or the index is: 

Iq = , 707x1+,9e0x2+.o65x54-,':^2ex4f. 450x5+. 349x6-C 1) 

It can be -bserved here that except the 5th variables which 
ha^/pens to be value added by niranuf .cture pu;r employee, all other 
variablwS highly and positively correlated with F1, The 
Facter 1, which explains mure than 66% cf total variance, thus 
represents general industrial development, 

Fact-r scu-re cf individual states are given in the 2nd 
Cwla;n cf table 3. It can be observed from the table that the 
states cf Fiaharasntra, Gujarat, Tamil Nadu and West Bengal, 
Huryana ■ nd AiJijab emerged ns the highly developed states. Iho 
Uv'St c •.criward st;.tes are J&K, Rajasthan, U,*.',, Oriss and 
anc the states wf Karnataka, Kerala, M.I^. and Bihar emerged with 
averragv perfvnr.ance, 

ir-m i-.blc 5 -ae can guage thu extent of inequality In 
inuu.vtrin.l deveieprac-nt in India, The C.V, for no, .f registered 

rl .s ,,>wr 1od sq.icm. is ns high s d0.l5%. Even with 
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relation tu popitLation, the spread of industries, 'tjL.-pu.''.rs t 
bu 1.':, .siUeCi, the C.V. fvr this variable is also hi^^h '\s 
56. oe. In terms of number of registered factories, per 100 km^ 
the state of Kerala stands first, Hwwever, its position 
declines *.'11 ether variables. This; sh'-ws that Kerala has large 
nuiibur s-f f<.ct^ries, empleying very little capital and labour 
ant,; the* productivity of such units is also very I'.w, On the 
other iiand in states like Maharashtra and Gujarat, number of 
fact..,,ries having large ccgdtal and labour force are predamiiirant, 
Th«s, tile industrial structure shwws the qualitative difference 
in the IcTel .1 iiidustrialisativn in the ccuntr^f, 

Ct-mirii, t the small scale industrial development, wo 

.bserfo tii-.t, ■ s in the case ef general industrial development, 

in this co.se als. , there is uni-directienal devolcpment. The 

first ract^r explains abeut .x)^ of variance.. The equation for 

sm.'ill scale .Inuustri'-J. development is 

Isa ,y1!}x1+,'i^2>x2+*.o-3x3+.554x4f, 964x5+. 965x6. - 2, 

'ihe iiifdily significr.nL fr.ctor l..r.dings reveal the unidirecti .-nal 

devel.>pacnL of small scale industries. Factor scores given in 
of the Table 3 

the c.l.xpioces the St ^te of Txinpab at the first place f-ollowed 
ty Haryan-”., Ihe state Mahar-*shtra, which occupies the first 
/Lace with respect tv general industrial development occupies 
fifth I'l-'Ce in case of sra-ll scale incuswries, Kerala, is very 
VA'll •,v-'’nced in this regard. It is needless t, repeat the 
n;.me5 .f th-~ b .ckward states as th.. last positi.ns once again 
p. t, Oriosn J&K and so vn,. ■ p' ; 


Tabic- t)i Incicatcrs of Industrial Sectors (General’ 
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Table 6 hit"hlit"hts the inter-state disparities in the 
indie;. t.^rfi v,i small scale industrial development. Inter-state 
(Usparitius is the highest in terms of output per 10-. km^. The 
C.V, irs as high as 1u4,oo%» This is followed by regional 
spread of industrial units. The C.V, is low only for output per 
unl.t. This low C.V. i.e. 30. indicates that the inter-state 
disparities in the performance of industrial units is not as 
high s the spread ^f industrial units. 

sum Uf , industrial development either general --r on 
small scale nerL-ss the states is significantly unb.'ilanced in 
India, 

iii) Bankl ng Do velo oi.i en t ; 

The r.-»le Banks in the process of development is very 
crucial, Growth of banking facilities indicates the extension 
of wrg-.nised credit t.» devel^i.,ing sectors of the economy. 

In India* the banking system is not wide-spread. Banking 
facilities are concentrated in metropolitan and urban areas. 

It has yet to reach the corners of our vast rural part. Infact, 
in suir.G of thu staters like JM, Rajasthan and Assam, much is 
nood„d develop banking system. In order t>.; assess the 
indlvicuai strit«-s' position with regard t banking and to 
ex'uMine the extent of disparities we selected *4* indicators 
ar.d Cwncentmteci ^.n three aspects namely availability of Bank 
oiTiccr, credits and cepcsits. In case .f banking sector also, 
',vo ^.br.wpve uni-directi. ^nal development,. The equati-n derived 
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mall- scale) 



2u 

for banking sectur is; 

Bi » .622x1, + .737x2 + .919x3 + .092x4 — 3 

The first factor explained above about 70% of total variance. 

Factoi’s scores are given In the col. 4 of Table 3. It can be 
observed frurn the table that in general all those states ^lieh 
have recorded high industrial values have also obtained high 
index value of Banking sector* Thus the states of Maharashtra, 

Punjab, Kerala, West Bengal, Gujarat and Tamil Nadu occupied 

fl 

the first six placements. The states of Assam, Orissa, Bihar, 

M.P,, Rajasthan and U.x*. remained at the bottom. 

The extent of Inter-state disparities is the hipest with 
respect t^ spatiaj distribution of bank offices i.e. 07.53% 
fulluwed by credit availability percapita for whom the C, was 
67.43%. Hewever, all the C.V.% are high enough to indicate the 
wide inter-state disparities in the development of Banking 
sector (see Table 7). . . 

iv) Power Sector ; 

Modernisation and technical advancement very much depends 
upon the advancement of power sector. Cheaper, assured and 
'■.eoquato supply of power is crucial for the development of 
modern industrial development and rationalisation of agricultu- 
ral seeder. Variation in power devel..pment largely explains 
variriti 'U in vari-us vther sectoral development and cverrsll 
dc'VcIopv..,w'nt across the states. This sector is examined on the 
basis of h indicators relating to power generation, consumption. 
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Tablo 7 i Banking Indicators 


SI. 

Mu,# 

States 

HoTSf 

commercial 
banks ^jer 
1'juj Kra'^ 

i^opulati- 
un per 
bank 
office 
(000) 

ttepcsi^s 

per 

capita 

CreSit 
per capita 

1. 

Andhra x'radesh 

9 

7o» 44 

297 

21C 


i%s smi 

6 

37,20 

157 

65 

3. 

Bihr.r 

11 

63.33 

107 

77 

4. 

Gujarat 

11 

j4. '36 

642 

351 

5. 

Haryana 

17 

o2. 77 

4l3 

2G4 

6. 

JM 

2 

CM 

« 

492 

163 

7. 

Karnataka 

14 

j5.95 

435 

336 ■ 

iJm 

Kerala 

56 

' 1 ) 0 # 41 

473 

305 



4 

..1.7o 

107 

90 

1 u.# 

Maharashtra 

11 

o1,67 

972 

747 

11, 

Orissa 

5 

67.76 

127 

72 

12. 

run^ab 

31 

3y3. 20 

952 

402 

13. 

R:\j''Sthan 

4 

76,02 

201 

136 

1 4» 

Tamil liadu 

22 

02,04 

469 

593 

15. 

U • x' * 

13 

70.36 

260 

117 

16 . 

W. BongrJ. 

23 

73.29 

671 

419 

17. 

..11 India 

1J 

73.91 

46u 

3l4 


Coefficient of 
Varii’tion % 

o7.53 

40.24 

59.35 

67.43 
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rural uloctrificatiun and energised pumpsets. Factor imalysis 
of those f^ur indicators reveal that, all the four are moving 
in the same direction. Ihis can be observed from the following 
equation: 

Pi = .9lwx1 + .364x2 + .633x3 + .912x4-4 

the first f' ctor exflrdns 30% of total Variation and hence can 
be taken ' s an index of power-sectoral development. Factor 
sc-res given in the column 5 of table 3 indiCrates the relative 
placements of the states. It can be observed from the table 
that the performance of Punjab is the best followed by the states 
of Mr’harashtra, H- ryana, Tamil Nadu, Giijarat and Kerala. The 
states of hssam, Bihar, U.P, J&K and also West Bengal are very 
much laggin behind. It is interesting to note that inspite 
cf the fact that W.Bengal is an industrial state, it is backward 
in terras of p^wer development. The. main reason for the low 
index value uf West Bengal can be suu^t in tenns of rural 
olectrific*'tion and pumpsets .energised this can be examined from 
Table j the coefficients uf variation for all the four variables 
arc high an ugh to highlight the extent of inter-state dispari- 
ties in pov/or development, Ihe C.V, for energised pumpsets is 
the highest cf all the four indicators. This indicates the use 
of electricity for agricultural purposes limited to a few states. 
In a state like Madras pumpsets' 'energised per 1U0 hect. of 
irrigated o.rcn v/^rks out to be 239 as against only 2 in JdX, 4 
in xtssfmi C in Orissa. Similarly, while In Punjab, Maryana 
ana KeraJ.a 1ww% of villages are electrified, in M,?. only 31%. 
Even per capita c nsuiaption of power indicates wider disparities. 


i. 


1 


Table 0: Power Indicator 
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In r'unjab pwwor consuiuption per capita is 300 units per day 
as aa'ainst 36 units in nssajn. Thus, in sum, there is wide 
disparity in the consumption, generation and rural electrifica- 
tion among the states. 

V. fr-'nsport Develoomont . 

i* trains’ rt network has the same crucial role to play 

as the nerve system has in the human body. Transport system 

includes, railways, roadways, air-ways and water-ways. However, 

due to data constraints, in this section, we are examininf’; 

tr'insport ■devcljj^.ment only in relation to roadways. Wo selected 

f_ur indicators f^^r this purpose. The variables are; Total Road 

2 / 

lon(,rfch per 1ju km , % of surfraced road, motor vehicles per lakh 
of populatiwn and number of goods vehicles per lakh of population. 
The Factw.r analysis br-u fit .ut two factors explaining abbut 0096 
variance. The first factor explained ab^.ut 5096 and the second 
explained about 30sfe variance. The followinj; factor matrix 
reverds the relative importance of the variables on the two 
factors. • 

Factor Matrix 

Indicators Factors-I ' Factors-II ' . 


1 

.167 

»941 

2 

,666 

-.417 

3 

' .920 

.123 

4 

.7,60 



It can ce •Jbsoi'Vvd that Transp.-.rt sector has bi-dimensicnf:l 
devud^^eiunt, first dimension is general development, the sec.nd 


Table 9: Transport Indicator 
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2- 
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7 . 
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1 0 W * J'w 

4 

6. J & K 

3.91 

74.00 

3' 

7. Karnataka 

46.25 

55,00 

6' 

o, Kerala 

23,22 

2e . 0\j 

4i 

9. M.P. 

11,79 

76. Cu 

2 

u • Maharashtra 

20. 05 

.■ 49.0*^ 

01 

1, Orissa 

23.23 

3c. 66 

1' 

2. Punjab 

51.03 

i CJU m J 

14' 

3 * Rajasthan 

12.39 

.56.jw 

3< 

4, Tamil Nadu 

74.65 

54.70 

Mi 

5. U.P. ' 

43.91 

32.95 

2: 

6. W* Bengal 

14.13 

19.32 

3: 

7* i*ll India 

30.06 

41.37 

4' 

Coefficient cf 
variation 

57.6c 

51.09 

63, 
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is in tcnriLi -^vnilnbility of totnl road len^-th irroapective 
of th._ qu'-,lity wf roads. Thu sttatv.s of Trjnil Nadu, j'.ssam, 

Bihar and U.B, have the maximum road length, however, the 
qurdity of read is not satisfnct.jry, liius while intrepreting 
the inedx t'i ;,ures for these states, it should be noted that 
these c,.u not have sritisfact.,ry quality of road length. 

Ttic Table 3 ^^resents factor scores of states on Factor I 
of the transport sector. From this it can be observed that the 
statu of runjab e!nor.;.G as the highly develeped state followed 
by i'iaharashtr-^, H;tryana, Karnataka and Gujareat, Infact the 
states oi Tamil Nadu, Bihar, ..ssam and U.?. w-uld. have scored 
hit.'Jher ind^x veduus, if they had better quality reads as is 
evident from the factor Matrix. Ge-nerfilly backward states 
remained backwarc in case of this sector als^--. The extent of 
disparities is als- very high as can be seen from the Table 9- 

vi ) Health Sect-..r 

‘Health* of the society is an inip.^rtnnt aspect of s-cial 
development , In India, the performance of this sector is very 
PwOr, Viewed from the an,,lu of availability of health services 
„r qu-dity i-£ such services, this sector emerges as very 
ba.ckv/ard. V/hiiw in .general, ’health’ is backward in all the 
states, inter-state variation in the extent of backwardness is 
alsv very marked. 

In order to analyse the performance of this sectr.r, v;g 
B wlected seven in>.dcat._rs wh>se vaduos are ;;iven in table " 

V/hen these va^iabl^.s vwre anadys-d by Factur ^»naly.sis iaetlr'!, 
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twj cliinonsiuns hoalth sectu'ral development emor 'C'c’., The 
first facter deplctin,.'' the first dimension reflected development 
el-.n., the Inr, ,e sized hospitals and related benefits, while the 
sec.-nd dimensi'.'n br.upht uut development in terms of dispen- 
saries and number ^f doctors per lakh of population. These 
twu aspuCts ce.n be studied from the followin.; Fact'.r Matrix. 



Factor Matrix 



Variables 

Fact..r-I 

Factor- 

■11 ■ 

1 

. e44 

-.437 


2 

. 427 

-.334 


3 


. 24'3 


4 

, 34o 

m O G 


3 

,313 

-.122 


6 

.722 

.116 


7 

,32.- 



first footer t 

sx, lained about 

53% of total 

variation 


and the second explained ab^ut The first fact-.-r thus 

measures pener. 1 development, while, second factor measures 
development ;\lon,.: the availability of dispensaries and doctors, 
C'ln be seen fr^m table 3, the performance of Kerala 
state is excepti-rr l.ly in tenns of health Factor-I, This 

is fwllewoi; by Punjab, Mahoxnshtra, *»,?,, Tamil Nadu, J&K and 
Karnatakt., .*s usual Bihar, M,?., Orissa, Rajasthan la"s behind 
in ttiis sector olso'. if w^, take int - c. nsiderati---n tne SuC 'U.'. 
diwe-nBxw.n ..f health sector alon,.; with availability of dispeusa- 
2 'ir;. d ct.rs, the position of Assam improves, U v/uver, the 
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Tabla 1 >; Hualth Inclcgtjrs 
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1. 

i.ndhra 

sh 2.17 

112.73 

2.71 

14-. 63 

6.74 

6.69 

3.47 


itssaiii 

1.37 

54.27 

5.36 

211.55 

5.-2 

:.v,l5 

■ 3.22 


Bihar 

1.24 

3-. 54 

2,65 

67. .4 

3.43 

<:.23 

2. '05 

i<|i||iH 

Gujarat 

1.-3 

5^.11 

2. ; = 

165.53 

6.76 

6.22 

3.62 

Haryana 

1. 

64.34 

5.3.’ 

154,45 

6.2-.,} 

H » i a • 

H . ii m 

1 '^nH 

J & K 

.15 

5o.33 

2.51 1 

5. 

.e.33 

5.53 

2' *5'^ 

JH 

Karmitaka 

1.12 

55.1.; 

6.64 

344. 5e 

■-.65 

-'■.4. 

4.35 

1 9 

KcrcJLa 

1 . 5w 

25 ..•.42 

3.3v 

295.27 

15.6.:: 

24.53 

3.75 

[ 9 

w.r. 

.55 

46.-3 

1.45 

123.-3 

3.45 

2.23 

1.09 

10. 

Maharashtra 

3.14 

154.22 

. 15 

5ea.63 

13.71 

11.29 

5.54 

11. 

Orissa 

1.7 

11.14 

1.56 

116,35 

4.56 

4 . 

2, 65 

12. 

Punjab 

2. ..7 

-6.-2 

15.43 

5. 6. 22 

J 

3^-.2-; 

11.52 

13. 

Raj asthnn 

.63 

63. '^3 

2. ye 

25l.7u 

5.e6 

2.11 

4.33 

14 . 

Tmail NaJu 

2..'7 

77.22 

5.:.2 

156.73 

5.52 

21.26 

5.72 

15. 

U.P. 

2.44 

64.52 

4.65 

123.44 

4.6;.- 

7,1>^ 

1.'k3 

16 . 

W. Ben, :fil 

3. y 

62.75' 

4,6l 

74. 31 

'J W 

33.53 

5.47 

17. 

4»11 Inclir'i 

1.76 

..5. ..4 

4,51 

2 i S » *. ^ 

7,64 

7.16 

3.47 

Bt:''-' ' " 
f' 

lirN'" 

litS''..* 

Cwu 111 Giant 
vr.riati-n 

ef 

151. 2.J 

7w,6w 

-7,74 


51.43 

54,33 

53.U9 



29 


composite picture remains the same. The coefficients of 
variation are very hip'h for all the indicators, 

vii) Sducati-n Sector : 

EclucatiwU sectoral development is also an important social 
variable. I.tpruvoment in education level indicates imi^rovement 
in the quality .,f human resources. Bducation development is 
indicated by six indicators listed in the text. The factor 
analysis br.u,.^t ,ut uni-directi :nal development cf this sector. 
The eqU'-.tion fv-r 4,..;uca.ti-vnal sectoral development is; 

fii = ,o2wXl + ,2*31x2 + ,yolx3 + ,731x4 + ,964x5 + ,965x6 - (5) 

It con be observed from the above that all the variables are 
highly correlated with Factor 1 and this factor explains about 
9oyt> of twtal variance. 

Factor sc^.res .^iven in Table 3, places the state of Kerala 
at the highest place T-ll^wec by ?unjab, Tamil Nadu, Maharashtra, 
Gujarat, Karnataka and West Bengal, Once again the performance 
;.f ftajastlian, 11,0, , M.i . , Bihar and other backward states are 
very di sc .,ur aging. 

It is interesting to observe from Table II that, inter- 
state cispurities are not very high in respect of any of the 
indicators except female literacy rate, in India, It is interes- 
ting t<.- observe that the inter-state disparities are low at the 
,, rimnry anu college levc;l, while at the higher primary and hi(:h 
school level, disp)arities 'tq more. The reason f. r this 
Dbservati'. n can be sou.ght in terms of the educaticn-il policy of 


Trible 11; £iducati;.>n Indicaturs 


States 

S' No* 

ItoV 

11 

injc 

VI- VI I 
TT-1? 

IX&above 

iZh17 

CollG/^3:e 

17&23 

4tje 

Total 

literature 

Female 
• li terra 
ture 

1. i.ndhra rraclesh 

72.6 

25.9 

1->.5 

4.5 

2 J • KO' i 

6.34 

2, i.ssarfl 

72.2 

31.7 

16.3 

4.5 

21.5'' 

6.64 

;; 3. Bihar 

74.5 

21.4 

9.3 

3.5 

l6,oo 

3.43 

4. Gujarat 

97.1 

42.5 

24.7 

4* \) 

2:. 19 

9.3-r 

5. Haryana 

>J.2 

42. w 

11.- 

5.1 

2-. 92 

5.37 

^ 6. J & IC 

63.7 

39* 4 

2-..-/ 

3.3 

14.30 

3.33 

7. Karnataka 

.-•9.1 

35.'..> 

17.2 

6,0 

24.96 

0.11 

0, Karala 

1 w4'« 2 

92.6 

'3*^-'*^ * 

6.2 

5-'.7^- 

23. ^0 

I; 9. M.x''. 

6- . 9 

27.6 

12.0 

2.7 

17-7- 

4.23 

f,10. Maharashtra 

1 - 2.U 

44. 1 

26. 1 

4.1 

31. 5J 

10.24 

11. Orissa 

->1.4 

25.2 

14.1 

2.6 

21,. >4 

5.77 

|j-2. Punjab 

112.7 

57.3 

24.7 

6.1 

27.32 

S.74 

"l3. Rajasthan 

54.7 

26,3 

14,5 

3.0 

14, 4l 

3.04 

1 4. Trjnil Kaclu 

1 ■6.7 

4 j ,6 

25. b/ 

4.1 

33.65 

11.33 

15. U.P. 

65. y 

34.2 

16. 1 

3.0 S 

17.20 

3.93 

,16. W. Bengal 

#*7 " • 

jf - ■.9 * >iw9 ■ 

32.6 

1U.3 

5.5 

26.99 

0,50 

1 17. iill India 

V O ,S * 3 

36.9 

14.3 ■ 

4.2 

23.60 

7.22 

I' Coefficient of 

;■ varip.tion % 

42.4^ 

yj.73 

27.03 

36.07 

61.76 


31 


thu uducfitiv-nal policy of tht; state gwvernnic’nts. iilm st in 
all the states, educatiwn at primary level is mracle free and 
compulsory and hence, there is not much of variatio-n at the 
primary level, ht the college level-population in the age 
group 17-23 has t./ choose between education and employment - 
and generally in all the states, due to economic pressure, 

Ginplu yment is preferred to college education. Since economic 
pressure wn working a.;.e group is m^^re or less the same in all 
thc' states, thur^ is less dis,..arity across the states with res- 
pect tw college educ:;ti.-n. Inter-state disparity is distinct 
in case of of female literates in the total Viopulation. 

Female education very much depends upon the social vutlook of 
various states. Thus while in states like Kerala, Tamil Nadu 


and Maharashtra liberal view is prevailing about female 
education, in states like Rajasthan, Bihar, J&K, Rajasthan and 
U.r’. lot more is required to be done to change the attitude of 
people towards fem.nlo education and this reflects the social 
backwardness of the variius states. 


vii. Composite Level of Development s 


Sw far we have constructed and ranalysed sectoral indices, 
Thos^ indices by themselves are n-t sufficient to reflect the 
overall development of staxes. Sume states may be highly 
developer., with respect to agriculture, some may be developed 


incustrifdly. in orv^or tv, 
v)f vr.ri..ds st ites rjic t,, .w 
the ei;4it sectoral inuices 
the sect .Til inclcus s raw 


, et an v.vcrall view of tho p; si tic n 
t a comp .'Site picture of development, 
are peeled together. Thus, tekin.- 
data, final index is derived. The 
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correlation Matrix for these eight variables are f^iven below: 
Table 12: Inter-Correlation Matrix 


jigri. Inch 


Health Edn, 





The above c..rrolati...-n .-natrix reveals th t all the eight 
sectoral indices are positivelf and signil'icintly correlated 
among themselves. 

However, fe.ctor analysis produced two factors - thus refle- 
cting bi-dimensicnal development in India*' This can be seen 
from the following Factor Matrix. 




Factor Matrix 



Variables 

F-I 

F-II 

1. 

Banking 


.116 

2. 

i*gri cultural 

.711 

-.457 

3. 

Iri ustrial(c) 

.6o5 

-..-59 


Industrial{s,d} 

. 344 

-.133 

5 . 


.315 

-. 21 : 

6 * 

Transport 

.'-41 

-.357 

7 * 

Health 

.715 

*§lv 


£ducati-n 

.-.17 

.531 
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The first frictor in general has hi^ correlrati^n with all the 
eight inUices and explains about 73% of total variance. The 
second factor has high factor loadings on health and education 
indices thus while the First factor measures general develop- 
ment, the second factor measure social development. 

iiH examination of the fact-^r scores given in the last 
C'.'lunm of t-'-blj 3 reveals that the state of Funjab is the most 
developed state in India as it obtained the highest Index value 
i.u. followed by Maharasntra, Kerala, Tamil Nadu, 

Haryana, Gujarat, West Bengal ano Karnataka. On the other hand, 
Bihar is the rii.-st backward st;;.tG preceded by Orissa, hssam, M.?,, 
Rajo.sthan, J&K anu 

examinati..-n v.f the ranking pattern obtained on composite 
index and that on per ca^dta state domestic product brings out 


some c^nspicu us difference with respect tu one or two states. 


Table 13 


States 

Ranks on 

Ranks on SIP 



composite 

percapita 



index 

1975-76 

1. 

dndhra Pradesh 

9 

0 

2. 

..ssam 

14 

12 

3. 

Bihar 

16 : 

16 


Gujarat - 

6 ■ ■ . 

4 

5. 

Haryana 

5 

3 ■ ■ 

6, 

J&K 

1u • 

■ ' .9 

7, 

Karnataka 


■ d' 6 :i 

' . 

Kerr.la 

13 . ■ : 

. 1 


L.... 

13 

13 

1v. 

Maharashtra 

1 ^ 

. 2 

11. 

Orissa 

15 

15 

12. 

Punjab 

1 

1 

13. 

ilajasthiin 

: ' 12. 

1 10 

14. 

Tamil Hadu 


■ 11 

13. 

U.P. 

11 

14 

16 . 

¥. Bengal 

: 7 -1 ' 

5 
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The above table brinjs forth that there is very marj^inal 
changes in the relative position of . various states on the above 
two indices. 

Thus, Kerala which occupies 3rcrplacG on composite index 
obtains sixth place on percapit a income and Tamil Nadu which 
obtains 4th place on composite index gets 11th plaoa on SIP 
index. The roas..n for this may be sou^^t in terms of develop- 
ment of these states in the social sector especially of Kerala 
and the relatively low performance in the productive sectors. 
Thus, the presence oif sec., no; dimensions of development - 
relatini.: t^ sccial development, which adds relatively less to 
the SEP, explains, the reas.m for the difference in the ranking 
position of these states. 

i.n analysis -f table 3 brings forth the extent of inter- 
state disparities v/ith respect to each of the eight sectoral 
indices. The extent of variation can be low either because of 
wide-spread and evenly spread development of a sector or because 
of wide-spre'-.d back’wardness a sect->.r. To ascertain, whether, 
the low coefficients of variation are due to even development 
or due to oven backwardness, forms a separate question - which 
needs an analysis of separate sectors in relation to some 
nati‘,.nal or international n^rms. Hwwever we are not going 
intv. this aspect. By locking int.. the co-efficients we can 
V rly say with respect tu which sector, intc-r- state disparities 
arc n..-'re prwnounced. The table reve.als that inter^-st-.te 
disparity is the hi-;hest in case O'f-scall scale in;ustrirj. 
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sect'^r (6v,/.54%) followed by Health (54.77%), Power (52, 1 7%) 
and Gene r'fl Industrial development (43,o'9%). 

On the other hand, inequalities are relatively less in case of 
Bankinti, education, transport and agricultural sector, However, 
the coefficients f^r all the sectors are high enough to indicate 
the wide inter-state disparities. Thus the coefficient of 
variation for cumpvsite index (32.74%) brings out the extent of 
inter-state eis; ariti._s. 

Based on the analysis of sectoral and composite level 
cf development, we can classify the states int;, various groups 
accordinir to their typology of development. Thus, the following 
groups emerge eut of the analysis: 

1, nil round development; This group consists of those states, 
which have shown sufficient development in all the sectors- 
viz. productive consisting of agriculture! and industrial 
sectors, infrastructure consisting of Banks, Power and 
transport and social sector Including Health and Education, 
In this category one can put the states of Punjab and 
Tamil Nadu and Kerala. 

2, Developed states having one of the productive sectors 
backward: In this category the state of Maharashtra is 
included. This state has a relatively backward agricul- 
tural sector. 

3, Developed states with backward s-cial sector. In this 
category, the states of Gujarat and Haryana are included. 
They had backward Health sector. 

4, States with multi-sector backwardness: in this category 
comes the state of West Bengal v/hich emerged as backward 
with respect to agriculture, power and transport and 
Karnataka, which was backward with respect to productive 
sectors. 

5 , Backward States: with .riw ■. f t’lo s„ct.:rs dev..--l pj:!: In 
this category wo can put the states of U.P. & k.i.. which 
have agricultural and health sector c’evclop;.’cnt respecti- 
vely . 

Hi,^'-ily Backward str.tes: In this category wc can put the 
romennin^ states wf Orissa, M.jt., Assam, Bihar and 
Rajasthan, havin„ backwari.ness in all thu sectors. 
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III 

Trends in Regional Disparities in India 

In the x^ravious section, it is clearly broui!.jht out that 
inter-state disparities in the sectoral as well as agsreiCate 
levels of development is very high in India. However, more 
alarming than the extent of disparities is the trend in regional 
disparities* In order to trace the trend we are employing here 
the wfdoly used measure of development i.e. per capita state 
domestic product. The reasons for using this measure are: 

1. The high c-rrelati>.n between the composite index based on 
physical variables ani the percapita SD? measure* 

2. Non-r.vailability of comper-iblo composite index for previous 
years and 

3. The availability of comparable per capita SDP figures 
acr-ss the states. 

One may wonder, if thu percapita SDP is comparable, avail- 
able and can be taken as a measure of development, where was 
the necessity to go f-r the detailed construction of a composite 
index? Without gwing into the details of the merits and 
demerits, we can briefly point out that while there is positive 
correlation between the composite index and percapita SD?, the 
latter cannot fully substitute the former. Further the sectoral 
indices and composite index through more light on the vari:.us 
aspects of development and bring out the typo lotiy of development, 
extent of disparities with respect to different aspects of 
develOpm(;nt vdiilw percapita SB? only r.ierisures the ov<-:rall 
avera.;o perfo nuance of a stat.,-. Thus, fr.;m tie , ^irt of policy 
making a combination of ^iorcapita SD? ane physical indi'->es 
provide a comprehensive basis. 
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Table 14: rer 

capita SDR, 

,6..- 

61 to 1 


..(at current 

prices) 

P; 

(Rs. 










y State 

No. 

1960- 

1v6l 

Rank 

65-66 

Rank 

7^-71 

Rank 75-76 

Rank 

79-.00 

Rank 

}> 

1. i.ndJira 











x^radesh 

275 

1u 

367 

dJ 

504 

9 

9o3 


1002 

U,' . ■ ■ 

2. i.ssam 

315 

7 

399 

7 

530 

11 

776 

12 

961 

11 

3. Bihar 

215 

16 

332 

13 

402 

16 

66 1 

16 

735 

16 

4. Gujarat 

362 

4 ^ 

4j.,. 

4 

.329 

3 

1215 

4 

1452 

.. ,4 ■' ■ 

5 . Haryana 

327 

6 

45 

5 

o45 

2 

1274 

3 

1472 

3 

6. J&K 

269 

11 

317 

15 

524 

12 

-.:...3 

9 

936 

10 

■ 7. Karnataka 

266 

J 

306 

9 

605 

6 

1.0.5 

6 

1129 

6 

G. Kerala 

259 

13 

3^0 

1 . 

569 

10 

907 

7 

937 

5 

9. M.i-'. 

26.. 

12 

3u5 

16 

469 

13 

769 

13 

505 

14 

10. Maharashtra 

4iJ9 

1 

534 

1.5 

(309 

4 

1393 

2 

1637 

2 

11. Orisse 

217 

15 

32^^ 

14 

4^-; 2 

15 

715 

15 

79 9 

15 

12* jctinjab 

374 

3 

534 

1.5 

1w36 

1 

1597 

1 

1962 

1 

13. Rajasthan 

2u4 

y 

373 

11.5 

623 

7 

350' 

10 

925 

12 

1 4* Tamil Nadu 

334 

5 

4.3 

6 

595 


640 

11 

1036 

7 

15. U.r*. 

•252 

14 

373 

11.5 

4<)6 

14 

730 

14 

916 

13 

l6. W. Bengal 

390 

2 

532 

3 

735 

5 

1116 

5 

1263 

5 

17- Other states - 


- 

- ■ 

- 

- 

- 


- 

~ 

;a.l India 

307 


429 


63-- 


1^33 


1214 


c.v % 

1 * UU 


1 - . 64 


25.70 


26.67 


23.59 







x/'- 






Gini- 











coefficionti 146 


.1129 


. 1 165 


.1273 


.1265 
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cursory look at table 14 rti veals that there has been 
an increase in the percapita SDP during the past 20 years, 
rerca^.-ita SEfc’ for the country as a whole increased from Rs,307 
in r36e-6l to Rs.429 in 1965-66, "^0 Rs.633 in 1^70-71, to Rs. 
1033 in 1975-76 and to Rs. 1214 in 1979-00. This trend can be 
traced for all the states, with^nt any exception. However, 
alonp; with an increase in the absolute level of income, inter- 
state disparities have also widened. The last tww rows of 
table 14 present the coefficients of variation and Gini coeff- 
icients, for the benchmark ye?.rs. It can be cbsarveci that 
coefficients of Vrariatien continuously increased from 19.90% in 
T 96 w- 6 i, to 2e.59% in 1979-oe, Excexit during the period, 1965- 
66 , when the C.V. value marginally declined from 19.00% in 
1960-61 to 10,64%, during all other years - it has increased. 
Between 1965-66 ejid 7 --71 there had been a significant increase 
in in-equalities in India. 

The Sfinio trend is further supported by the gini-coeffici- 
ents of the benchjsiark years. Rs in the case of C.Y. in case of 
Gini- coefficient als-<, the values declined marginally in 1965-66 
but for all other years the coefficients recorvled hi;g{ier values. 
Thus, Gini values increased from ,1146 to 1295 during the period 
6^-61 t:. 79 -^-, 

These cuefficients clearly reveal the increasing trend in 
inter-state disparities in uevelopment in India, riirtiier, 
while the average SDe for all the states has gone up, the rela- 
tive rankin.': ^. wsiti-.ns have remained more or less the srjfle. 


It can be observed from Table 15 which gives coefficients of 
rank currelati...nss 


Table 15: Coefficients of Rank C:rralration 


Si l-yGS- 


1970-71 1975-76 1979-C 


the high positive coefficients reveal that the relative 
positions of the states have undergone negligible changes. 

When observed individually it can be seen from table 14 that 
most uf the backward states have remained at the bottom and 
mostly exciianged relative positions among themselves. Bius U,?. 
which occupied the l4th place in 1960-61 improved its place to 
13 by g.ing aiiead of M,?. Rajasthan lost its 9th place to 


Kerala in 1979- 


Thus the interchange in the ranks of the 


backward states has been against or in favour of the backward 
states. Similarly there has been inter-change in the relative 
positions rjBong the developed states. Thus, Punjab replaced 
Maharashtra, Haryana went ahead of Gujarat and so on. This 
clearly brings ^.-ut the ret;ressive direction I’.f the changes in 
the rolativu positions of the states. Ihe change w ulJ have 
been ..regressive if a bacKward state had taken the place of a 




Sill" : 





P 



developed state (of cuurse not due to deterioration in the 
development level of a developed state but due to- increased 
rate of growth in the backward state). 

In t 'blo 16: growth rate of x:'Gr capita Sn? is presented. 

It can be observed fr^m the table that during 1960-61 and 7C-71 
the developed states of jTunJab, Haryana, Gujarat, Tamil Nadu 
and so on showed very hij^ rate uf growth, while the backward 
states of iiSsaiTi, M.d., Bihar and so on in general 

recorded very lew rate of growth; irni-^ng the developed states 
only Maharashtra and West Bengal had very low rate of growth 
in the period between 1960-61 and 7'.3-7l. Between 70-71 and 
79-60 overrj .1 growth rate has declined to '90,2o‘;4 as against 
156 , 0654 in the previous decade. During the second decade the 
performance of Assam and Maharashtra had been good - as they 
have reccrvled increased rate of growth. Barring these two 
states, all other states have recorded a falling rate of growth 

H combined analysis ,f the rates of growth and the extant 
of dispa,rities as measured by C.V. or Gini coefficients, brings 
forth that the inter-state disparities would have been much 
wider than the present level, had the developed states mainta- 
ined thuir rates v.f gr^^wth during the decade 1970-71 and 79-dO. 
It can be observed from table 1 6 that the rate of decline in 
the growth rate was much sharper for the developed states, e.g. 
Punjao hao oecline in its grov/th rate, Haryana had 

53. 16 / 1 ^ decline, Gujarat had 41.65>6 whilo backward states like 
U,x\ had unly 4.72/c decline, M.x-. had 3- 4l?6, Bihar ha..’ 4.76% 
and J(5<K had decline. Thus, ciue to sharper fall in the 
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rate of growth of cievelopecl states, the disparities did not 
increase at a faster rate. However, it would have beena a 
healthy trend if all the states had higher rate of growth during 
the second cecade and along with this if the disparities had 
cornu d.'Wn, In Inoia, neither, there had been an increase in 
the i;rowth rate nor there had been a decline in regional 
disparities. This is a serious matter - which clearly reflects 
the regressive feature ■..£ the Indian economy. 

Jt^h analysis ..f the pusition of the individual states with 
respect to t.rowth rate reveals that during 1379-03, Maharashtra 
recorded the hi£?hest rate -'f growth i.e. 102.34% followed by 
Punjab with 9-. 40/o growth rate. On the contrary the state of 
Rajasthan had the lowest rate of growth i.e. 43.47% followed 
by Karnataka 64.37% and Orissca with 65.76% growth rate. 
Performance of U.P when viewed ert ss-sectionally is credit 
worthy, as it improved its relative position from 11th placement 
to 3rd in the second decade, similarly, M.P. also improved its 
position with rot^ard to growth rate frompjth place to 5th place. 
To this extent, the backward states have shown better performance 
during the x>ori>-d 1;?79-— However, the absolute growth rate 
over two benchm.'irk years, hardly show any positive attempt on 
the part of the backward states. The changes in the relative 
placement of some of the backward states is mainly due to shar- 
per duciino in ^rwwth race wf the developed states and rn t 
due t.. an incruase in the growth rate wf the brxkward states. 

Thus, in a nutshell, inspitc of the increased emphasis 
laid on the objective --f re clucing regional disparities, inter- 
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Table 16 : Growth of percapita SH? 6 u -61 & 
70“?1 & 79-00 ~ 


SI 

No 

• State 

• 

1960-61 

to 

1970-71 

Rank 

%fall of 1970-71 
growth t^ 

1979-00 

Rank 

1> 

-hiidhra t^radesh 112.36 

y 

- 36% 

71.57 

13 

2 , 

Assam 

7 .J .74 

16 

11.14 

73.62 

7 

3. 

Bihar 

36,97 

14 

-4.76 

02.C3 

6 

4. 

Gujarat 

129 . vu 

4 

-41.65 

75.27 

0 

5. 

Haryana 

1 5‘^' . 4o 

2 

- 53.16 

74. 2 J 

9 

6 . 

J&K 

94.79 

1 0 

- 6.93 

08.17 

4 

7. 

Karnataka 

139.51 

3 

- 53.50 

64.37 

15 

0 . 

Kerala 

119.69 

5 

-33.62 

73.to 

11 

9. 

M.P. 

0)0,07 

13 

-3.41 

35,07 

5 

10 . 

Maharashtra 

97 . 0 O 

9 

+4.64 

102.34 

1 

11. 

Orissa 

112.11 

0 

-41.34 

65.76 

14 

12 . 

Punjab 

175. 0'j 

1 

-to. 30 

+90.40 

2 

13, 

Rajasthan 

119.37 

6 

-59.40 

40.47 

16 

1 4* 

Tamil Nadu 

73.14 

5 

-5.16 

74.11 

10 

15. 

U.P. 

92.36 

11 

-4.72 

SO. to 

3 ' 

16 . 

West Bengal 

00.46 

12 

-13.02 

72.52 

12 

17. 

Other states 

« 


- 

- 


13. 

JJ.1 India 

153.06 


-43,17 

90.23 
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state disparities have been increasing in the country. The 
backward states have remained backward, while the position of 
the developed states have also started deteriorating in terms 
of rate of growth of S.D.x-*, dniis trend needs tu be checked 
immediately. 

Reduction of regional disparities by checking the growth 
of developed regions is unhealthy, k healthy policy is one 
which promotes growth in all the states, encourages backward 
states to have higher rate of growth. This trend is badly 
missing in India. 

In order to bring down regional disparities without 
impairing the national growth rate, it is essential to make an 
in depth study of the various problems of the backward states 
and to identify their potentials for further development, 
examine the attained levels of development, and accordingly, 
differential strategies need to be developed to suite the needs 
and capacities of the backward states. The central government 
can help such states thr^u^ financial assistance, schemes, 
direct investments and s^ on. However, it is also important to 
see that the developed states continue to move ahead and are 
in a position to tackle the growing needs arising cut of 
industrialisation, urbanisation and development. 
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Interstate Variation in Economic Growth and State Income 

Inequality in India 

v/ 

Ravindra H, Dholakia 
Department of Economics 
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Baroda 

Analysis of economic growth in state economies In India is 
relatively a less explored field. It assumes more importance 
tecause the state income inequality in real terts has increased 
during the decade 1960-61 to 1970-71 (see Ravindra H. Dholakia# 
1978), The concept of state income in this context is that of 
income originating within given geographical boundaries of the 
states. It# therefore, does not reflect the welfare aspect. 

What it reflects is the production capacity or the efficiency 
aspect. The finding by itself gives rise to some important 
questions: (i) What is the pattern of economic growth in each 
State during the last decade? In other words# what is the growth 
experience of different States in India? Which of the factors 
have positively contributed towards groxirth and which of the 
factors have exercised a retarding influence on the growth of 
per capita income in each State? (ii) What factors are respon- 
sible in explaining the observed inter-state variations in the 
growth of per capita income in India? (iii) What contribution 
has the growth of each factor to make to the observed increase 
in the State income inequalities between 1960-61 and 1970-71? 

In other v.ords, whether the growth of a particular factor has a 
favourable influence or an unfavourable influence on the State 
income inequalities? (iv) VJhat is the effect of inter-state 
variations in the growth of different factors on the changing 
income inequalities in India? 
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Similar questions are considered by Parloff et.al. for U.S.A. 

but their emphasis and treatment substantially differ. For a 

typically under-developed country like India/ a few efforts have 

2 

been made to probe into such questions. They, however, do not 
consider all these questions simultaneously. In the present paper, 
too, we have to limit our analysis to only two points of time 15 
major states and conventionally identified three broad sectors 
largely on account of non-availability of comparable and required 
type of data. To avoid such problems of comparison and consistency, 

the present paper utilizes estimates of real income, employment 

■ 3 

and real capital stock available in the author's Ph.D, thesis, 
and now available in published form in three different papers, 

In the next section, the contribution of different factors 
to the observed growth of per capita income in each state is derived 
on the basis of the shift share approach. Then, in the third 
section, an attempt is made to explain the interstate variations 
in the observed growth of per capita income with the help of the 
interstate variations in the growth of different factors. Inter- 
relationships among the growth of different factors in India are 
also examined. In the fourth section contributions of various 
factors in the State growth inequalities in India are derived 
following the deviation approach. In the last two sections, 
implications of the growth of different factors and the interstate 
variations therein on the changing state income inequalities in 
India are examined. 

II. Growth Experience of State Economies in India : 

1960-61 to 1970-71 

Before we ask the question as to why the growth rates differ 
from one state to another, we must first of all see what leads to 
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the growth of per capita income in each state. The per capita 

income of a given state can be expressed in terms of the overall 

worker rate, industrial structure, capital intensity and capital 

5 

productivity in the given State. It is possible to argue, there- 
fore, that the per capita income can grow only when one or more 
of these factors undergo a change. It is important to note here 
that the changes in these variables need not always be favourable 
to the growth of per capita income. It is quite probable that 
some of the factors may change over a period of time in such a way 
that the per capita income may actually decline if precisely those 
factors turn out to be dominating in that particular State economy 
over the given period of time. We should therefore make an attenpt 
to find out the exact contribution of each of these factors to the 
observed growth of the real per capita income of each State in 
India, 
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If we denote the per capita income of the j State in the 
initial year 1960-61 and in the terminal year 1970-71 at 1960-61 
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prices by Yj and y^ respectively, then, we are interested in 
attributing the difference (y^ - Yj) to the above-mentioned 


factors. 
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NOW/ we are in a position to obtain the expected income of the j 
State by following the partial approach for each factor where we 
assume that only that factor changes between 1960-61 and 1970-71/ 
the other factors being held constant between 1960-61 and 1970-71. 

The partial contributions of different factors generally do 
not add up to the exact difference hence there exists a 

residual representing the interactions of these factors. It is 
however, possible to get the exact contributions of different 
factors such that the residual does not exist. For this purpose, 
we need to derive the expected incomes of different factors by 
following the total contribution approach where we assume that all 
other factors except the one under consideration change during 
1960-61 and 1970-71 and the factor under the consideration remains 
at the level of the initial year. The residual in this approach 
generally has an opposite sign as compared to the residual in the 
partial approach. It is now possible for us to calculate the 
average contribution of each of the above-mentioned factors (such 
that the residual does not exist) by taking the weighted average 
of the partial and total contributions of the same factors, weights 
being derived on the basis of the residuals in the two approaches. 
The average contributions of these factors in each state and in 
the total of the fifteen States are presented in Table-1, 

Prom table-l, we can make a number of interesting obsearvations. 
In the first place, we can see that the contribution of a change : 
in overall worker rate is negative for each State wittout exceptior , 
though the extent of contribution varies significantly f ran as 
low as -0,80 percentage points in Punjab to as high as -15,84 per- 
centage points in West Bengal, On an average, the change in worker 
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rate has proved to be a major retarding factor in the growth of 
the per capita real income. In as many as six States, viz., Assam, 
Bihar, Kerala, Madhya Pradesh, Maharashtra and West Bengal, the 
reduction in the worker rate over the last decade caused the per 
capita income to grow at less than half the rate it would have 
otherwise grown had there not been the observed decline in the 
overall worker rate. Only in Punjab, Karnataka and Andhra Pradesh, 
the influence of worker rate was rather insignificant. 



Another inportant thing to note from Table-1 is that the con- 
tribution of changes in capital intensity in all the States has 
turned out to be significantly positive. In fact, in d.most all 
the States except Rajasthan, the per capita real income increased 
only because of the changes that took place in the capital intensity 
over the last decade. In Rajasthan, the changes in capital inten- 
sity were not so overwhelmingly important as compared to the other 
factors. But in five States, viz., Assam, Kerala, Tamil Nadu, 

Uttar Pradesh and West Bengal, the growth of per capita real income 
was positive only because of the change in capital intensity over 
the decade. Moreover, the contribution of changes in labour pro- 
ductivity turned out to be positive in all the States largely 
because of the changes in capital intensity. In only six States, 
viz., Andhra Pradesh, Haryana, Karnataka, Orissa, Punjab and 
Rajasthan, the contribution of changes in capital productivity 
turns out to be positive, Htere also only in three States, viz., 
Haryana, Karnataka and Rajasthan, the contribution of changes in 
capital productivity was positive and significant. In these States, 
the growth of per capita real income also turned out to be quite 
high. On the other hand, in the three States, viz , , Bi ha r> Madhya 
Pradesh and Maharashtra, where the growth of per capita real income 
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was less than one percentage point, the contribution of the changes 
in capital productivity was significantly negutive. Only in Assam 
and Gujarat, the changes in the capital productivity had insignifi- 
cant negative effects on the observed growth of per capita real 
income over the last decade. 

Another important thing to note from the table is that the 
contribution of changes in the industrial structure in different 
State economies varies from -13.16 percentage points in Bihar to 
+3.58 percentage points in Rajasthan. Only in five States, viz., 
Gujarat, Haryana, Karnataka, Maharashtra and Rajasthan, the con- 
tribution of changes in the industrial structure has turned out 
to be positive. However, in all these five States, the contribu- 
tion of changing industrial structure is quite insignificant as 
compared to the contributions of other factors. Actually, except 
Assam and Bihar in all the States, the changes in industrial stru- 
cture during 1960-61 to 1970-71 has only marginal contribution 
towards the observed growth of per capita real income. 

On the basis of the above observations, it is now possible to 
divide States into four broad categories of the growth pattern. 

The sinplicity of the classification of States into only four broad 
categories is made possible because worker rate has exercised a 
retarding influence in all the state economies without exception 
and the capital intensity and hence the labour productivity have 
had a favourable influence in all the State economies v.ithout 
exception. Therefore, the growth pattern of different State 
economies differed only to the extent to which the industrial 
structure and capital productivity had different influences on the 
observed growth of per capita income. Thus, wo get the following 
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four broad patterns of growth ; (a) Favourable change in industrial 

structure and favourable change in capital productivity. Three 
States/ viz./ Haryana/ Karnataka and Rajasthan/ fall under this 
category. The growth experience of these three States can legiti- 
mately be compared. We find that on the grounds of structural and 
technological change/ Rajasthan scores over the other two states, 
however, in terms of the capital intensity effort, Rajasthan far 
lags behind the other two States. Rajasthan, therefore, presents 
a genuine case for being taken up for rapid development if the 
capital intensity is carefully increased in the State without 
disturbing the other variables in the system significantly. A 
very high growth of per capita income in Karnataka, on the other 
hand, is explained in terms of a remarkably favourable change in 
the capital intensity and almost insignificantly unfavourable 
change in the overall worker rate, 

(b) Favourable change in industrial structure and unfavourable 
change in capital productivity. Only two States viz., Gujarat 
and Maharashtra, fall under this category. A comparison of the 
growth e^qperience of these two states reveals that although Gujarat 
experienced much less favourable effect of changing capital intensity 
as compared to Maharashtra, the unfavourable changes in capital 
productivity were quite insignificant in Gujarat while they were 
of the largest order in the case of Maharashtra. It is because 
of this reason that the growth of per capita income in Maharashtra 
was substantially less than the one in Gujarat All that we can 
say is that there is a great need uo concentrate on technological 
aspects in Maharashtra if the large investments should yield the 
desired results. More and more capital saving devices should be 
encouraged in Maharashtra if the growth of per capita income is to 
be stepped up. 
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(c) Unfavourable change in industrial structure and favourable 
change in capital productivity. Only three States, viz., Andhra 
Pradesh, Orissa and Punjab, fall under this category. It becomes 
clear when we compare the growth experience of these three States 
that Andhra Pradesh has ej^perienced quite a low growth of per 
capita income largely on account of a substantially low contribu- 
tion of changes in capital intensity as compared to the other States 
in India. On the other hand, both Orissa and Punjab have experienced 
an above average contribution of changes in capital intensity and 
hence their growth of per capita income turns out to be fairly 

high. In all these three States, the contribution of changes in 
capital productivity is almost negligible in absolute terms, while 
the negative contribution of the changes in industrial stiructure 
in Orissa cannot be regarded as insignificant. Moreover, the 
difference between the growth of per capita income in Punjab and 
Orissa can be explained by the fact that the negative contribution 
of changes in worker rate is almost insignificant in Punjab as 
conpared to Orissa. 

(d) Unfavourable change in industrial structure and unfavourable 
change in capital productivity. As many as seven States, viz., . 
Assam, Bihar, Kerala, Madhya Pradesh, Tamil Nadu, Uttar Pradesh 
and West Bengal fall under this category. If we consider the 
growth experience of all the fifteen States taken together, it also 
reveals the same type of growth pattern. It is interesting to 
note that all the States included under this category, consistently 
show relatively low growth of per capita income in spite of highly 
favourable changes in the capital intensity over the period in 
some of the States. In fact, Bihar, Kerala and West Bengal expe- 
rienced significantly high contribution of changes in capital 
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intensity/ but extremely unfavourable changes in capital producti- 
vity on the one hand/ and fairly high retarding effects of changes 
in overall worker rate on the other hand, depressed the growth of 
per capita real income to almost an insignificant level in these 
states. These are the states where systematic efforts on techno- 
logical front are badly required. Instead of going in for a highly 
capital intensive technology, if labour intensive technology is 
encouraged, these States can improve their performance in terms 
;of the growth of the per capita real income. Madhya Pradesh and 
Uttar Pradesh also falls more or less in line with Bihar, Kerala 
and West Bengal with the only difference that changes in capital 
intensity in the former group of States are not so favourable as 
compared to the latter group of States. The remedy for Madhya 
Pradesh and Uttar Pradesh would, therefore, be more investment in 
the labour-intensive techniques of production. Even among these 
two States, Madhya Pradesh requires greater attention not only 
because its growth of per capita income is almost negligible but 
also because the problems are acute for Madhya Pradesh on all the 
I' fronts as compared to Uttar Pradesh. The remaining two States, 
viz., Assam and Tamil Nadu, form a special group where capital 
I intensity had not changed very favourably and that is how the growth 
of per capita income has not attained a higher level than what it 
■1/ has already attained. Even here, Assam seems to have been affected 
very adversely by unfavourable changes in worker rate and industrial 
structure as compared to Tamxl Nadu. In both these States, however, 
if more investment in capital intensive techniques of production 
is made with a view to diversifying the scOncmic activities in 
the State economies, the per capita income is most likely to grow 
at a faster rate than what is observed* 
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From the above analysis, it becomes fairly obvious that the 
first category of growth pattern is the best type of growth ex- 
perience which was found in the case of the fastest growing States 
like Karnataka and Haryana# On the other hand, the fourth category 
of the growth pattern is the worst type of growth experience, and 
it is not very surprising that as many as seven States in India 
fall under this category. In fact, it provides us the explanation 
why we have not been able to achieve a rapid growth of our per 
capita income in spite of best of our efforts. Unfortunately, we 
were concentrating heavily on capital intensity neglecting alirost 
all other factors and it is precisely the other factors which have 
faltered our efforts to raise the growth of per capita income. 

Better planning in future, with more realistic approach to the 
regional situations, can still make up for the loss. 

iriter-relationships Among Growth of Various Factors 

In the previous section, we have examined the growth experience 
of different State economies and we found there that it varies 
significantly from State to State. Let us now turn to examine the 
question what explains variations in gipwth of per capita income 
among States in India. Following the notations, we have been using, 
we can say 

We can remove j for the sake of simplicity from the above identity 
o that 


y = wTxi 'Z,* -1^ 
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Differentiating both the sides with respect to t (time) , 
we get, 
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is the relative growth of worker rate, Y^/y is the proportion of 
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Where G is the relative growth of labour productivity in i 

Pi 

sector over the given period of time, and that G^ = - 

Gw + Gp 

where G„, G_ and G„ are the relative growth of overall capital 
intensity, overall capital productivity and overall labour produ- 
ctivity. Thus we can express tte growth of per capita income in 
a given State in terms of the growth of all the factors involved 
and the proportion of income originating in diffex'ent sectors of 
the economy in the base year, fforeover*, the expression is 


additive and hence it is all the more expected that variations in 
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the growth of the State per capita income should be explained by 
variations in one or more of the component growth factors satisfa- 
ctorily. In other words# it should be possible to ascribe the 
variations in the growth of State per capita income to variations 
in growth of some of the specific variables. Table-2 presents 
the corresponding coefficients of correlation. 

Prom the table-2# it becomes clear that the "variations in the 
growth of capital productivity plays the most important part in 
explaining the interstate variations in the growth of per capita 
income in India during 1960-61 to 1970-71. The interstate vatia- 
tions in the growth of capital productivity in the primary sector# 
tertiary sector and in the economy as a whole are three out of 
six factors which explain a significant part of the interstate v 
variations in the growth of per capita income. The other three 
factors are the growth of labour productivity in the primary 
sector# growth of labour productivity for the economy as a whole 
and growth of the overall worker rate in the State economies. All 
the six significant correlations are positive implying thereby that 
higher growth (without ignoring the sign) of these factors are on 
an average associated with higher growth of the per capita income 
and vice-versa. The interstate variations in the growth of 
capital productivity in the tertiary sector explains a larger pro- 
portion of the variations in the growth of per capita income than 
the interstate variations in the capital productivity in the economy 
as a whole. This probably implies that the interstate variations 
in the growth of capital productivity in different sectors do not 
follow the same pattern. 
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Component Factors 


I. Growth of - 


1, Proportion of Working force 

2. Capital Intensity 

3* Capital Productivity 
4. Labour Productivity 


Correlation with Growth 
of State PCI 

Coefficient Coefficient 
of of 

correlation DeteOTination 
(r) (r^) (in%) 


- 0.2212 

0.4161 

0.5744 

0,6697 


4.89 

17.31 

32.99* 

44.85** 


Proportion of Working force 

0.3808 

14.50 

Capital Intensity 

-0.1054 

1,11 

Capital Productivity 

0.1902 

3.62 

Labour Productivity 

-0.3417 

11.68 


1. Proportion of Working force 0.1920 3.69 

2. Capital Intensity -0,4200 17.64 

3, Capital Productivity 0,8434 71.13** 

4, Labour Productivity 0.3071 9.43 

D, All Sectors 

1. Overall Worker Rate 0,5643 31.84* 

2. Capital Intensity -0.3334 11.12 

3. Capital Productivity 0,8123 65.98** 

4. Labour Productivity 0.9330 87.05** 

II, Proportion in the Total SDF 
in the Year 1960-61 of 

A. Primary Sector 0.2077 4.31 

B. Secondary Sector -0.1105 1.22 

C. Tertiary Sector ■ > -0.2fl8 7.39 


* Significant at 5% level of significance, 

#f* Significant at 1% level of significance. 




Another important thing to observe from table-2 is that the 
coefficient of correlation, though not significant even at 5 per 
cent of significance, turns out to be negative between the growth 
of per capita income and the growth of capital intensity except 
in the primary sector. This implies that higher growth of capital 
intensity on an average tends to be associated with lower growth 
of per capita income. This is an important finding because it 
proves that too much enphasis on the capital intensity may not 
always achieve the desired result of raising the growth of the 
State per capita income in the short run, in fact, it may have 
exactly the opposite effect. If at all capital intensity is increa-r 
sed to raise the growth of per capita income the primary sector 
should be given priority because the correlation between the growth 
of per capita income and the growth of capital intensity in the 
primary sector turns out to be positive in the case of India. 

Moreover, we can see from the table that the growth of worker 
rate is significantly and positively related with the growth of 
per capita income. This is an illuminating finding because, it 
throws more light on the dynamics of the worker rate. It is believed 
that, in the initial stages of development, the worker rate tends 
to decline. All that our finding says is that the extent of 
relative decline in tte worker rate tends to be inversely related 
to the growth of per capita income, because in tte initial stages 
of development, the per capita income is likely to grow at a slow 
rate, on account of a high growth of population and a relatively 
low growth of labour productivity? while as development proceeds, 
the economy is likely to ojqjcrience a higher growth of per capita 

income on account of a relatively low growth of population and a 

8 ■ ' ' ’ 

relatively high growth of productivity. It is in the early stages 
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of development that the economy faces significant and fundamental 
changes in the institutional frame-work and social traditions 
which, in turn, affect the worker rate in the downward direction. 
However, once this stage of development in crossed, the changes 
in the institutional fr^e-work and social traditions become a 
process and are accepted in the strides of development. On the 
other hand, in the initial stages of development, these changes 
are entirely new and hence their impact is also likely to be 
greater as conpared to the changes in the later stages of develop- 
ment. 

Another irtportant thing to note from the table-2 is that it 
is the growth of overall labour productivity which singly explains 
the largest part of the interstate variations in the growth of per 
capita income. It implies that higher growth of labour productivity 
is associated on an average with the higher growth of per capita 
income. Thus, overall labour productivity is important not only 
in explaining a major part of the interstate variations in the 
levels of per capita income at a point of time, but it also plays 
an important role over a period of time, i.e, the growth of labour 
productivity explains a large part of variations in the growth of 
per capita income,^ At this stage we may conpare the results of 
table-2 with the results of table-3 which provides corresponding 
correlations in the base year 1960-61. 

First of all, only six factors, viz., capital productivity 
in the secondary sector, labour productivity in the secondary 
sector, share of the secondary sector in the total enployment, 
labour productivity in the tertiary sector, capital intensity in 
the economy as a whole and labour productivity in the economy as 
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a whole and labour productivity in the economy as a whole, are 
significantly correlated with the level of per capita income in 
1960-61 in India. Similarly, six factors, viz., growth of capital 
productivity in the primary sector and in tertiary sector, growth 
of labour productivity in the primary sector, growth of capital 
productivity in the economy as a whole, growth of labour producti- 
vity in the economy as a wtole and growth of overall worker rate, 
are significantly correlated with growth of per capita real income 
between 1960-61 and 1970-71 in India. It can be seen that barring 
labour productivity, the two lists of factors do not coincide, 
which means that the set of factors irrportant in explaining the 
interstate variations in the levels of per capita income in tte 
base year is totally different from the set of factors inportant 
in explaining the interstate variations in the growth of per 
capita income. It was capital intensity which was important in 
explaining the interstate variations in the levels of per capita 
income, whereas it is the growth of capital productivity which is 
more inportant in explaining the interstate growth variations. 

Three out of six factors explaining a significant part of the 
interstate variations in the level of income belonged to the 
secondary sector, whereas none out of the six major explanatory 
variables for the growth of per capita income belongs to the 
secondary sector of the economy. The worker rate does not explain 
a significant proportion of the total variations in the levels of 
per capita income, but relative decline in the worker rate does 
explain a significant proportion of the total variation in the 
growth of per capita income. To influence the interstate growth 
inequality, wc need to concentrate on the second set of factors 
rather than those factors which are inportant for the levels of the 
per capita income. i 
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Table 3 : Correlation Between State Per Capita Income 
and Each of its Components, 1960-61 



State Per Capita Income 

Conponents 

Coefficient 

of 

correlation 

Coefficient 

of 

Determination 

(%) 

A. Primary Sector 



1. Capital Intensity 

0.2975 

8.85 

2. Capital Productivity 

0.1648 

2.71 

3 * Labour Productivity 

0.4932 

24.32 

4. Share in Total Employment 

-0.3650 

13.32 

B, Secondary Sector 



1. Capital Intensity 

0.4242 

17.99 

2, Capital Productivity 

0.6441 

41.49** 

3, Labour Productivity 

0.7112 

50.58** 

4, Share in Total Employment 

0,5155 

26.57* 

C, Tertiary Sector 



1. Capital Intensity 

0.4618 

21.32 

2, Capital Productivity 

0.4679 

21.90 

3. Labour Productivity 

0.7599 

57,75** 

4, Share in Total Eirployment 

0.3665 

13.43 

D, All Sectors 



1, Capital Intensity 

0.6168 

38.05* 

2. Capital Productivity 

0.2318 

5.37 

3. Labour Productivity 

0-8624 

74.36** 

4. Overall Worker Rate 

-0.2495 

6.23 


* Significant at 5per cent level. 

** Significant at 1 per cent level. 



Let us now turn to examine the inter-relationships among the 
growth of different factors in India. Table-4 gives the coeffi- 
cients of correlation between growth of different factors in 
Indian States, The table reveals that the variations in gix>wth 
of labour productivity in the primairy sector are significantly ex- 
plained by the variations in the growth of capital intensity as 
well as capital productivity in the primary sector. Both the 
correlations turn outtu be positive. The correlations between 
the growth of the proportion of working force engaged in the primairy 
sector and the growth of the labour productivity, capital intensity 
and capital productivity in the primary sector, turn out to be 
negative implying that high growth of the proportion of workers 
in the primary sector is associated with low growth of labour 
productivity, capital productivity and capital intensity in the 
primary sector. It should be noted, however, that all these three 
correlations are statistically insignificant. The correlation bet- 
ween the growth of capital intensity and growth of capital produ- 
ctivity in the primary sector turns out to be insignificant, too. 

As far as the secondary sector is concerned, the variations 
in the growth of labour productivity are significantly esqplained 
by the variations in the growth of capital intensity and the 
variations in the girowth of the proportion of workers in the 
secondary sector. The first correlation is positive, while the 
other one is negative. Similarly, the correlation between the 
growth of capital intensity in the secondary sector and the growth 
of the proportion of workers in the secondary sector also turns 
out to be negative and significant. It only implies that higher 
growth of the proportion of workers in the secondary sector tends 
to be associated with lower growth of the labour productivity and 
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Table 4 : Coefficient of Correla-tlon Between Growth of 
Various Factors 


Growth over 1960-61 
to 1970-71 of 

Growth over 1960- 
1971 of 

Capital Labour 
produ- produ- 
ctivity ctivity 

■61 to 1970- 

Proportion Proportioi 
of working of total 
force SDP in 

1960-61 

The Primary Sector 





1. Capital Intensity 

0.1153 

0.5600* 

-0.4517 

-0.2261 

2. Capital Productivity 


0.8865** 

-0.3222 

0.2511 

3« Labour Productivity 



-0,4656 

0.0931 

4. Proportion of Working 

force 



0.0513 

The Secondary Sector 





1, Capital Intensity 

-0.3952 

0.8773** 

-0.7670** 

-0.4774 

2* Capital Productivity 


-0.1593 

0.1550 

0.0779 

3. Labour Productivity 



-0.8100** 

-0.3588 

4. Proportion of Working 

force 



0. 2259 

The Tertiary Sector 





1, Capital Intensity 

-0,6358* 

-0.5999* 

-0.7642** 

0.1888 

2. Capital Productivity 


0.2067 

0.1959 

-0.3570 

3. Labour Productivity 



-0.7396** 

-0.0985 

4. Proportion of Working 

force 



-0.0045 

All Sector 





1. Capital Intensity 

-0.7567** 

-0.2970 

-0.2868 


2. Capital Productivity 


0.8457** 

0.2969 


3. Labour Productivity 



0.2316 



Note : For 'All Sectors', the column (4) represents growth of 
overall worker rate instead, of the growth of proportion 
of working force. 


* Significant at 5 per cent level of significance. 
** Significant at 1 per cent level of significance. 
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capital intensity in the secondary sector and vice-versa. These 
findings imply that Kaldor's Technical Progress Function fits well 
to the secondary sector of the cross-section of Indian States. 

The correlations between the growth of capital productivity and 
the growth of capital intensity and labour productivity in the 
secondaiy sector turn out to be negative though statistically in- 
significant. The case of the tertiary sector is much the same as 
that of the secondary sector with the difference that the correla- 
tion between the growth of capital productivity and growth of 
labour productivity is positive though insignificant, and that 
the correlation between the growth of capital productivity and 
capital intensity is negative and significant at 5 per cent level 
of significance which iirplios that lower growth of capital pro- 
ductivity is associated with higher growth of capital intensity 
in the tertiary sector and vice-versa. This suggests operation 
of diminishing returns in the tertiary sector. 


For the economy as a whole, the growth of labour productivity 
is negatively related with the growth of capital intensity, however, 
the correlation is statistically insignificant. On the other hand, 
growth of capital productivity is positively and highly significantly 
correlated with the growth of labour productivity. Thus# growth 
of capital productivity is not only inportant in explaining the 
variations in the growth of per capita income, but it is also 
important in explaining the variations in the growth of labour 
productivity between 1960-61 and 1970 ~7l in India, Again for the 
economy as a whole, the growth of capital productivity and the 
growth of capital intensity are negatively and -highly significantly 
correlated. The growth of worlcer rate is not significantly corre- 
lated with any of the three factors, viz., the growth of capital 
intensity, growth of capital productivity and the growth of labour 
Productivity. 
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These results are worth-comparing with those for levels where 
we find that (i) capital intensity and labour productivity are 
significantly related, (ii) capital intensity and capital producti- 
vity are not significantly related, (iii) capital productivity and 
labour productivity are also not significantly related, (iv) overall 
worker rate is significantly related with capital intensity and 
labour productivity. It becomes clear that there is a vast diffe- 
rence between the analysis of the levels and the growth of different 
variables. It was capital intensity and not capital productivity 
which explained a significant part of the interstate variations 
in the labour productivity, whereas it is the growth in the capital 
productivity and not in capital intensity which explains a signi- 
ficant part of the interstate variations in the growth of labour 
productivity. While there was no relation between the capital 
intensity and capital productivity in the base year, there exists 
a significant negative relationship between the growth of capital 
intensity and growth of capital productivity. Moreover, the 
worker rate was significantly correlated with the capital intensity 
and labour productivity, whereas the growth of worker rate is not 
significantly related with the growth of any of these factors. 

IV. Contribution of Various Factors in the State 
Growth Inequalities in India 

In the previous section, we have examined the relationship of 
different factors and the State per capita income growth in India. 

It was an aggregate analysis which was intended to throw some 
light on those factors which largely explain tne observed variatior.s 
in the growth of the State per capita income in India. In this 
section, let us make an attenrot to measure the precise contributioii 
of different con^onent factors to the observed growth inequalities 
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of State income. Before we proceed to examine the growth inequalities 
of per capita income among different states in India/ let us first of 
all see what we really mean by the term "growth inequalities". It is 
observed that the per capita income of different State economies in 
India are growing at significantly different rates over the decade 
(1960-61 to 1970-71) . The per capita income of all the fifteen States 
taken together has grown by 10.75 per cent.. In as much as different 
State economies have grown at the rate other than 10.75 per cent over 
the last decade, we say that there exists inequalities of the growth 
of per capita income among different States in India. Thus, the ideal 
thing frcjm the viewpoint of the growth inequalities is that the per 
capita income in each State grows by 10.75 per cent over the decade 
1960-61 to 1970-71, 

Now, it is well-known that the per capita income grows at diffe- 
rent rates in different States because the worker rate, industrial 
10 

structure, capital intensity and capital productivity grow at diffe-- 
•rent rates in different States. In other words, the observed growth 
of per capita income in a given State is due to the observed growth 
of these factors in that state". Similarly, for the fifteen States 
taken together, the observed growth of per capita income is also due 
to the observed growth of these factors (for the sake of simplicity, 
let us call the growth of a given factor for the fifteen States taken 
together as the 'average' growth of that factor). It is then expected 
that if all these, factors grow at the respective 'average* rates in 
all the States, then, the growth of per capita income would also be 
the same os the 'average*, unless some cross effects of the large 
magnitude of the girowth of different factors with the differing levels 
of the fectors take place. If these cross effects exist, (and they 
generally do) they rep.cesenb a genuire residual v/hich seems to be 
almost inevitable in t!ie sense that we have to accept our inability 
to distribute it among different factors in a Gcnvincingway. 


24 



Once we accept the existence of this residual, we can find 
out the precise contribution of different factors in the observed 
growth inequalities among different States in Indian by following 
the familiar method of the partial contribution and total contri- 
bution. We should make it clear that since the initial level of 
income in a given State remains the same as the observed income 
in that State in the base year, the differences of absolute growth 
is reflected in the differences in the levels of income that we 
obtain for that State in the terminal year. Therefore, we can 
generate different expected incomes, for a given State for the 
year 1970-71 only. Our objective is to explain or distribute the 
difference between the observed per capita income of the given 
State in the year 1970-71 (yj) and the per capita income of that 
State which would have been observed in the year 1970-71 had the 
per capita income in that State grown at the 'average* rate over 
the decade (AYj), i,e«, (yj~Ayj). When each of the conponent 
factor grows at the respective 'average* rate in the given State, 
the expected per capita income that we 'get in the year 1970-71 

for the State (By.) would be different from Ay., the difference 

J J 

being the pure residual R^, i.e., By^-Ay^ = Rj, Therefore, 

(y,-“Ay .) can be represented as (y .-By .+R.), This is necessary 
because conceptually, we can distribute the difference (yj-By^) 
among different factors while it is not possible to distribute 
the difference (y^-Ay^) directly among different factors since 
an inevitable residual exists. ' 

If vre accept the By., as the basic income in the year 1970-71.. 

J 

for the partial contribution approach, we require to generate the 

expected income for the year 1970-71 in the State such that 

' t h ' ' ' ' ' 

only one factor grows at the observed rate in the j State with 
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all other factors growing at their respective 'average* rates 
during the decade. 

The partial contribution of different factors, then, can be 
calculated by subtracting from these expected incomes the 'equal 
growth of component' income, i.e. . These partial contribution 
of different factors need not exactly add upto the difference 
(y.-By.) and hence a residual exists. 

This residual can be removed and the exact (average) contri- 
bution of different factors can be obtained by deriving the expected 
incomes of the State on the basis of the total contribution 

approach. These incomes for the year 1970-71 are derived by 

"tin 

assuming that only one factor grows in the j State at the 
'average' rate with all other factors growing at the actual ob- 
served rate. The total contributions of different factors are 
then worked out by subtracting these expected incomes from the 

"tlTL 4 

observed per capita income of the j State in the year 1970—71. 

Here again a residual exists, but with the opposite sign as compared 
to the corresponding residual which exists in the partial contri- 
bution approach* 

From these contributions it is possible to derive the exact 

(average) contribution of different factors by allocating the re 

residual as described earlier* It should be noted, however, that 

the residual which can be distributed among different factors is 

the residual which belongs to the difference (yj-By^) and not to 

the difference (y^-Ay,) in wliich ultimately we are interested, 

1 ■ ' J 

As pointed out earlier, the residual which results as a difference 

between By. and Ay. is inevitable.' Tablo-5. therefore, presents 
3 3 . 

the exact (average) contribution of different factors to the 
observed State growth inequalities along with the pure residual- 
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Before we discuss the results of the table-S it is necessary 
and important to make a clear distinction between the results of 
the table-l and table-5, What we have examined in the second 
section above is the growth experience of different State economies. 
In other words, our attempt was to explain the observed growth of 
per capita income in a particular State over the decade in terms 
of the changes in different factors. We were investigating the 
question whether the observed change in a given factor in the 
given State is favourable or unfavourable for the growth of per 
capita real income in that State economy. In the present section, 
on the other hand, we are accepting the phenomenon of growth of 
different factors in different States and investigate the question 
whether the observed growth of a particular factor in the given 
State is favourable or unfavourable as corrpared to the observed 
'average* growth of that factor during the last decade, Ttough 
the point of reference, viz,. State incomes in the base year, re- 
mains the same in both the questions, the context of both these 
> questions are absolutely different. In the second section, we 
were interested in finding out the contributions of different 
factors in the observed growth in a given State economy, whereas 
in the present section, our intention is to find out tte contribu- 
tions of the observed growth of different factors in the observed 
divergence of the growth of a given State economy from the ‘average* 
growth. The former has the context of the observed growth experience 
of different State economies, while the latter has the context of 
State growth inequalities. 

# ■ 

Now let us turn to examine the results of the table-5. In 
the first place, wo can observe that -the .magnitude of the pure 
residual is relatively small except in the case of West Bengal, 
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Moreover, no definite systematic relationship can be observed bet- 
ween the direction as well as the magnitude of the pure residual 
and any of the characteristics of different State economies. In 
this sense the pure residual can be regarded as random, though it 
is the result of the cross-effect of growth of different factors 
and their levels. 

Another thing to observe from the table-5 is that the grrowth 
of worker rate and the industrial structure play relatively less 
important part in most of the States in explaining the observed 
deviation of the actual growth of the State economy and the 'average' 
growth. In seven of the fifteen States, viz., Andhra Pradesh, 

Assam, Karnataka, Madhya Pradesh, Punjab, Uttar Pradesh and West 
Bengal, the growth of worker rate plays a more important part 
than the growth of industrial structure in explaining the deviation; 
in Rajasthan, the two are equally important, while in the rest of 
the seven States the growth of the industrial structure is more 
important as conpared to the growth of the worker rate. It is 
also illuminating to corrpare the contributions of the growth of 
capital intensity and capital productivity. In only four States, 
viz., Andhra Pradesh, Bihar, Gujarat and Tamil Nadu, the contribu- 
tion of the growth of capital intensity is greater than that of 
capital productivity; in the remaining eleven States, it is the 
growth of capital productivity which is more dominant as compared 
to the growth of capital intensity in explaining the deviation. 
Moreover, it can be seen from the table that barring the case of 
West Bengal, the contribution of the growth of capital productivity 
is not relatively unimportant in any State, It is also worth- 
noting that the sign of the contribution of the growth of labour 
productivity and the sign of the deviation to be explained are the 


29 



same for all the States except Assam, Bihar and Gujarat. In Assam 
and Bihar, the contribution of the growth of labour productivity 
is positive and the deviation is negative, while in Gujarat it is 
the other way round. This only implies that a favourable growth 
of labour productivity irrplies a favourable growth of per capita 
income also in most of the States except Assam and Bihar; and that 
an unfavourable growth of labour piroductivity implies an unfavourable 
growth of per capita income in the States except Gujarat. 

Another exercise to perform on the basis of the tabl-e-5 is to 
classify the fifteen States into various categories of favourable 
and unfavourable growth of factors. The classification of the 
fifteen States is given below in a tabular form: 



Favourable Growth 
of Capital Intensity 

Unfavourable Growth 
of Capital Intensity 


Favourable 
growth of 
capital pro 
ductivity 

of Unfavour- 
able grow- 
- th of ca- 
pital pro- 
ductivity 

Favourable 
growth of 
capital 
producti- 
vity 

Unfavour- 
able growth ? 
of capital 1 
productivity^ 

Favourable Growth of 
Workers Rate 

Favourable growth of 
industrial structure 

Karnataka 

Haryana, 

U.P. 

Andhra, 


Unfavourable growth 
of industrial 
structure 

Orissa 

Punjab 


Tamilnadu 

i 

Unfavourable Growth 
of Worker Rate 

Favourable Growth of 
industrial structure 


M.P. 

Raj as than 

Maharashtra | 

Unfavourable Grov;th of 
industrial structure Assam 

Bihar, 

Kerala 

- 

West Bengal ■; 


•Jf 

In Haryana and Orissa, the contribution of the growth of capital 
intensity and the contribution of the growth of worker rate 
respectively is zero, still we have treated them as favourable 
growth of the respective factors since the contribution is non- 
negative. . ^ ^ ^ ^ 
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From the above classification, it becomes clear that Karnataka 
and Haryana have e3<perienced a favourable growth of every factor 
under consideration as cortpared to the ‘average’ and hence, it is 
not surprising to find that these two States have also experienced 
the highest growth of per capita real income over the last decade* 

On the other hand, West Bengal is a State where the growth of 
each factor under consideration is unfavourable as compared to the 
'average', however. West Bengal has not experienced the lowest 
growth of per capita real income since the extent of unfavourable- 
ness of the growth of different factors was very much less in 
West Bengal. Bihar which is the only State to experience a redu- 
ction in its per capita real income over the decade had only the 
growth of capital intensity and hence the 'growth of labour producti- 
vity to be favourable; the growth of every other factor in Bihar 
was unfavourable as compared to the 'average', especially, the 
growth of industrial structure in Bihar turned out to be signifi- 
cantly unfavourable. 

It should be noted that only in six States, viz,, U,P., MiP,, 
Bihar, Kerala, Maharashtra and West Bengal, the growth of capital 
productivity turned out to be unfavourable. The first four of 
these six states are the poor States in India which have simulta- 
neously experienced a favourable growth of capital intensity while 
the last two States are the rich States in India which have 
experienced an unfavourable growth of capital intensity also. In 
fact, barring the cases of Andhra Pradesh and Rajasthan, all other 
poor States in India have ejqperienced a favourable growth of capitc.l 
intensity, wtile Gujarat, Tamil Nadu, Maharashtra and West Bengal - 
the four better off States in India - have experienced an un- 
favourable growth of capital intensity over the decade. This does 


31 


5 A 

pi 




j 

‘it 


not seem to be merely a coincidence, it rather seems to be due to 
a deliberate action on the part of the Government. If that is so, 
/jndhra Pradesh and Rajasthan should be regarded as neglected States 
which demand our immediate attention because both of them have 
experienced a favourable growth of the capital productivity. 

Before we pass on the the next section, it is a worthwhile 
exercise to compare the above classification with the one for the 
levels of the factors in the base year, 1960-61. The comparison 
can be most systematically summarised by the factor-wise tabular 
classifications given below : 


1. Factor : Overall Worker Rate 


Favourable 

Growth 


Unfavourable 
Growth “ 


Favourable 

Growth 

Unfavourable 

Girowth 


Favourable Level 

iindhra, Karnataka, 
Orissa, Tamil Nadu 

/issam, M.P., Maha- 
shtra, Rajasthan 


Unfavourable Level 

Gujarat, Haryana, Punjab, 
Uttar Pradesh 

Bihar, Kerala, West Bengal 


K 


2. Factor : Industrial Structure 


Favourable Level 
Gujarat, Maharashtra 

Kerala, Punjab, Tamil 
Nadu, West Bengal 


Unfavourable Level 

Andhra, Haryana, Karnataka, 
M.P,, Rajasthan, U.P, 

Assam, Bihar, Orissa 


3. Factor : Capital Intensity 


Favourable 

Growth 

Unfavourable 

Growth 


FavQur^le 

Growth 


Favourable Level 
Haryana, Punjab, U.P. 

Gujarat, Rajasthan, 
West Bengal 

4. Capital Productivit-^ 
Favourable Level 


Unfavourable Level 

Assam, Bihar, Karnataka, 
Kerala, Orissa 

Andhra, Maharashtra, 
Tamil Nadu 


Unfavourable Level 


Assam, Gu j arat, Kama- Andhra, Haryana, Orissa, 


taka, Tamil Nadu 


Unfavourable Kerala, Maharashtra 


Punjab, Rajasthan 
Bihar, H.P., U.P. 


Growth 


Favourable 

Growth 

Unfavourable 

Growth 


West Bengal 
5, Labour Pa 


Assam, Haryana, Kamata- Bihar, Rajasthan 
ka, Orissa, Punjab 

Gujarat, Kerala, Maha- Andhra, M.P., U.P. 
rashtra, Tamil Nadu, 

West Bengal 
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In the first place, it can be observed from the above classi* 
fication that in the case of all the five factors, no block remains 
unfilled. The implication of this observation is that no systematic 
hypothesis about the level and the nature of growth of any of these 
five factors seems to hold except the null hypothesis. It may be 
the result of deliberate policy of the Government. This content- 
ion derives further support from the fact that not a single State 
shows favourable level and favourable growth in the case of even 
four out of the five factors considered above. However, Bihar 
has experienced unfavourable level as well as unfavourable growth 
in the case of four out of five factors. Probably for this reason 
only, the relative position of Bihar has gone from bad to worse 
over the last decade. 

V. Growth of Various Factors and Changing State Income 
Inequalities in India 

To investigate about the effects of growth of various factors 
on the changing State income inequalities in India over the last 
decade, we can again fall back on the total and partial approach. 

We are not interested in the exact contribution of the growth of 
different factors since our objective is to examine the overall 
State income inequalities, and not to explain a given deviation. 

For this purpose, therefore, we have to generate the expected 
incomes of different states by assuming that only one particular 
factor grows over the decade in different States (the partial 
approach) ; and that only one particular factor does not grow over 
the decade in different States (the total approach) . Precisely 
these expected incomes have already been derived in the second 


section above. 


If we calculate the Gini Coefficient of inequality for each 
one of these series, we get some idea about the broad contribution 
of the growth of each factor to the changing State income inequa- 
lities in India. The Gini coefficient for ejqjected incomes calcu- 
lated on the basis of the partial approach should be compared with 
the Gini coefficient for the observed State per capita incomes in 
the base year. If the former turns out to be greater, then the 
growth of that particular factor is said to be unfavourable from 

the viewpoint of equity in State income; and if it turns out to 

less, then the growth of that particular factor is said to be 
be/ favourable from the viewpoint of equity in State income, 

the other hand, the Gini Coefficient for expected Inccanes calculated 
on the basis of the total approach should be compared with the 
Gini Coefficient for the observed State per capita incomes in the 
terminal year. If the former turns out to be higher, the growth 
of that particular factor is said to be favourable from the view- 
point of equity in State incomes because had that particular 
factor not changed, the State income inequalities would have been 
much greater in 1970-71 than what it actually turned out to be. 

If the former turns out to be lower, then the growth of that parti- 
cular factor is said to be unfavourable from the viewpoint of 
equity in the State incomes. The Gini Coefficients of the ejqjected 
incomes based on the partial as well as the total contribution 
approaches are presented in table-6. 

The table clearly reveals that except the overall worker rate, 
the growth in each of the factors under consideration over the 
last decade is unfavourable from the viewpoint of the equity in 
State per capita income. Growth in worker rate has turned out to 
be favourable from the vievpoint of equity in State income. Ano- 
ther thing to note from the table-6 is that the least unfavourable 
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Table 6 : Gini Coefficients for Expected Incomes due to 


the Growth of Va no us Factors 


Expected State Incomes 
due only to Growth of 


(in per cent) 


Gini Coefficient of Inequalities 
Partial Approach Total i^proach 


Worker Rate 

12.4443 

14.5410 

Industrial Structure 

13.7069 

13.1325 

Capital Intensity 

13.1851 

14.2281 

Capital Productivity 

13.9354 

13.3875 

Labour Productivity 

13.6090 

13.3012 


Observed PCI in 1960-61 
Observed PCI in 1970-71 


12.9260 

14,3306 


factor from the viewpoint of the equity in State income is the 
growth of capital intensity over the decade. This is consistently 
brought out in both the approaches. However/ it remains a fact 
that/ in spite of the Government policy/ capital intensity in 
different states has grown in a way which would increase rather 
than decrease the State income inequalities over the decade. It 
should also be pointed out from the table, that the case of the most 
unfavourable factor is not so unambiguous as the case of the least 
unfavourable factor from the viewpoint of equity in State income. 

The Gini Coefficient of inequalities with partial approach is 
minimum for the expected State income due to the growth of capital 
productivity;, while the same 'with total approach is minimum for 
i-he expected State incomes due to the growth of industrial structure, 
the basis of this observation, it can be said that, if only one 
ctor is allowed to grow over the decade/ the State income in- 
alities in India would have increased most, had only capital 
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productivity been allowed to grow; while, if only one factor is 
not allowed to grow over the decade, the State income inequality 
would have been lowest had the industrial structure remained the 
same over the period. At the margin, therefore, changes in the 
industrial structure of the State economies proved to be most 
unfavourable, whereas individually, the growth of capital producti- 
vity proved to be the most unfavourable factor from the viewpoint 
of equity in State income. 

VI. Interstate Variations in Growth of Various Factors 
and State Income Inecfualities in India 

Our objective in this section is to examine the effect of 
interstate variations in the growth of different factors on the 
State income inequalities in India. The fact that different 
factors are growing in different States in India is accepted. The 
question is whether the observed growth of a given factor in diffe- 
rent States is favourable or unfavourable as corrpared bo the 
equal growth of that factor in all the States, from the viewpoint 
of equity in State income. For this purpose, again we can follow 
a sort of partial approach and total approach. We can generate 
the expected income in each State for the year 1970-71 such that 
only one factor grows at the observed rate over the decade, the 
other factors growing at the respective 'average' rates (partial 
approach); and that only one factor grows at the 'average' rate 
over the decade, other factors growing at the respective observed 
rates (total approach). Precisely these expected incomes are used 
in the fourth section above. 


36 


To get an idea of the effects of interstate variations in the 
growth of different factors on the State income inequalities, we 
require to calculate the Gini Coefficient of inequality for all 
these e3<pected incomes and compare them with the Gini Coefficient 
of inequality for the observed State per capita incomes in the 
year 1970-71# If the Gini Coefficient for the expected State 
income calculated on the basis of the partial approach turns out 
to be greater than the one for the expected income calculated by 
taking the 'average' growth for each of the component factor, then 
we can say that the interstate variation in the growth of that 
particular factor is unfavourable from the viewpoint of equity in 
State income. Similarly, if the Gini Coefficient fox' the expected 
State incomes calculated on the basis of the total approach turns 
out to be less than the one for the observed State per capita in- 
come in 1970-71, then we can say that the interstate variation in 
the growth of that factor is unfavourable from the viewpoint of 
equity in State income. In both cases just described, the opposite 
sign of inequality between the Gini Coefficients, would inply that 
the interstate variation in the growth of that particular factor 
is favourable frcsn the vieii?point of equity in State income. Table -7 
presents the Gini Coefficient of inequality for all the above-men- i 

tioned ej^pected State incomes along with the one for the observed \ 

State per capita real income in 1970-71. 

It can be immediately seen from the table that the interstate i 
variations in the growth of t\fO factors viz,, the industrial struc- ? 
ture and the capital productivity, are unfavourable from the 
vicl^^point of equity in State income. On the other hand, interstate 
variations in the growth of three factors, viz. , the overall worker 
rate, capital intensity and labour productivity, are favourable 
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Table 7 : Qini Coefficients for Expected Income due to the 
Interstate Variations in the Growth of Various 
Factors 


Expected State Incomes due 


(in per cent) 


Gini Coefficient of Inequality 


only to Interstate Variations . 
in Growth of 

Partial 

approach 

Total 

approach 

1. Worker Rate 

13.7454 

14.5287 

2, Industrial Structure 

15.3198 

13.3359 

3. Capital Intensity 

12.5492* 

16.1464 

4. Capital Productivity 

15.5725 

12.8323 

5, Labour Productivity 

13.6966 

14.8481 


Expected Income with 'Average* 
Growth of all Components 

Expected Income with ’Average* 
Growth of PCI 

Observed PCI in 1970-71 


14.2807 

12.8871 

14.3306 


from the viewpoint of equity in State income. Interstate variations 
in the girowth of capital intensity is most favourable and interstate 
variations in the growth of capital productivity is most unfavoura- 
ble for the equity in State income. This inplies that had there 
been equal growth of capital intensity in all the states# the 
State income inequality would have increased by more than what it 
actually has over the past decade; while had there been equal 
growth of capital productivity in all the States# the state income 
inequality would have declined instead of increasing over the past 
decade. 


m 


.r 
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On the other hand, had every other factor grown at the 'average' 
rate and only capital intensity been growing at the observed rate 
in different states/ the State income inequality would have signi- 
ficantly declined. This only implies that though the growth of 
capital Intensity as such might have been unfavourable, the inter- 
state variation therein has proved to be quite favourable from the 
point of view of equity in State income. Therefore, the Govern- 
ment policy with respectto the capital intensity was not totally 
faculty; in fact, it has succeeded significantly in arresting the 
increasing State income inequalities to its existing level in the 
year 1970-71. To put it differently, we can say that the Govern- 
ment policy with respect to the capital intensity would have 
yielded significant positive results in terms of achieving equity 
in State incomes, had all other factors grown at their respective 
'average* rates in all the States. The results of table-7 also 
imply that the policy could not succeed visibly in reducing the 
State income disparities largely on account .of the interstate 
growth variations in the capital productivity. Had the Government 
also taken sufficient care of the technological factors, it might 
have succeeded in actually reducing the State income inequalities 
over the decade 1960-61 to 1970-71. 

' The interstate variation in the growth of overall worker rate 
and in the labour productivity are also favourable, but their in- 
fluence does not seem to be so strong, because even if interstate 
variations in those two factors were granted individually with the 
'average* growth of all other factors, it vould not have reduced 
the State income inequality over the decade. On the other hand, 
the interstate variations in growth of industrial structure is 
unfavourable, but here again, its influence does not seem to 
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be very powerful, because even when no interstate variation in the 
growth of industrial structure is allowed, the State income in- 
equality does rise over the decade. These are, therefore, the 
marginal factors; while capital intensity and capital productivity 
are really the vital factors, the interstate variations in the 
growth of which significantly affect the State income inequalities 
in the terminal year. Another worth-noting thing from the table 
is that the State income inequalities would have marginally declined 
over the decade, had the per capita income in each State grown at 
the ‘average* rate. However, if all the components had grown at 
their respective ‘average’ rates, there would not have been signi- 
ficant difference in the extent of the observed State income in- 
equality. Thus, the pure residual seems to be playing an important 
part in the direction of raising State income inequalities. 

Finally, it is important to compare the results of table-7 
with the results for the level. Two factors viz.. Interstate 
variations in industrial structure and capital productivity, are 
found to be unfavourable from the vievp>oint of equity in the State 
income in the base year. The interstate variations in the growth 
of the same two factors were again found to be unfavourable from 
the viewpoint of equity in State income. The Government should 
pay due attention, therefore, to the structural and technological 
factors while taking important decision about the regional invest- 
ment policy if movement towards equity in the state income in 
India is to be achieved in the near future. 
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^It is interesting to note that H.S. Perloff et.al. : Regions 
Resources and Economic Growth, op. cit . , consider the following 
factors in their analysis of personal income in States of USA: 
worker rate, average earning per person. Industrial Structure, 
capital labour ratio, place of residence and marginal productivity 
of labour. Thus, except capital productivity, they consider almost 
all the factors that we consider. 


°Some authors feel that the choice of more capital intensive 
technique is advantageous only if it is acconpanied bynore than 
proportionate increase in labour productivity. In other words, 
a rise in capital intensity should acccanpany an increase rather 
than a decrease in the capital productivity. If the choice of 
more capital intensive technique is to be advantageous. See, 

Samir Amin: "Levels of Remuneration, factor proportions, and 
Income Differentials with Special reference to Developing Countries", 
in A.D. Smith (ed.): Wage Policy Issues in Economic Development , 

(Mac Millan: St. Martin's Press, 1969). 

"^R.L. Pfister : "External Trade and Regional Growth ; A case 
study of the Pacific Northwest", Economic Development and Cultural 
Change ", Vol.ll, No. 2, Parti, January 1963, tests the hypothesis 
that "Specialization in Primary Products Means that Growth will 
necessarily be Slow Relative to' more Industrialized Area", and 
finds that it is not valid in all cases. The Indian data, as can 
bo seen from table-2, also do not support this hypothesis. 
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INTER-STATE INCOME DIFIERENTIALS IN INDIA, 
1970-71 to 1979-80 


K.R.G. Nair 


Introduction 


The per capita incomes of the people of the different regions 
of a less developed economy are usually found to vary considerably 
due to a number of reasons like resource endowments, historical and 
sociological factors, political conditions etc. Further, as the 
national economy develops, the fruits of this development do not 
generally accrue in a regionally balanced manner. The way in which 
regional inequalities in per capita income undergo change during 
the process of national economic development has thus been of 
great interest to many, particularly since the 50' s. The most 
widely prevalent view in this regard is the "concentration cycle 
hypothesis" argued and found empirically valid by Williamson 
(196 5) on the basis of a detailed international study of time-series 
data for 10 countries and cross-section data for 24 countries. The 
proponents of this view hold that measures of inter— regional 
inequality trace out an inverted U-shaped curve over time - increas- 
ing initially to narrow down in later years. It is pointed out that 
the increase in regional inequalities in per capita income in the 
initial stages of econcanic development creates awareness of these 
inequalities and generate regional pressures necessitating deliber- 
ate policy measures to reduce them in the long run. 

In the light of all this, an enquiry into the manner of change 
of inter-state incane differentials in India for the decade 1970-71 

* The author teaches Economics at the University of Delhi, South 
Delhi Campus. 
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to 1979-80, assumes particular significance. This is so because 
the States, which are the politico-administrative units of the 
Indian federation, are also to a great extent homogeneous in terms 
of language and culture specially since the linguistic reorganisation 
of States in 1956 and the creation of small hill states in the 70’ s. 
Further, while India has been planning the develojanent of her 
national economy since 1950-51, surveys of regional planning in 
India like the one by the author (1982) have revealed that deli- 
berate measures were initiated to remove regional inequalities 
in per capita income in a concerned manner only from the late 60' s. 
Detailed studies by the author (1982) , Raj Krishna (1980) and 
Mahajan (1982) have revealed that regional inequalities in per 
: capita income have been on the increase in India from mid- 50 's to 
early 70' s. It thus appears that till the early 70' s, we were in 
: the divergent phase of the inverted U- curve of regional disparities. 
But the 70* s marked a turning point as regards the taking of deli- 
berate policy measures to remove regional inequalities. The question 
that needs to be answered is whether these measures have been success- 
ful in making India reach the turning point also in the path of 
change in regional inequalities and enter the convergent phase. 

The paper here attempts to answer this question. It is split 
into 3 parts. Part one gives the details about the data and the 
methodology used. Part two gives the results regarding inter-State 
differentials and changes in these between 1970-71 and 1979-80. 
Certain policy issues related to the reduction of inter— State income 
differentials in India are taken up for discussion in part three. 

The last part brings together the main conclusions that can be 
drawn from the analysis.: 
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Data and Methodology 

Non-availability of comparable time-series of State income 

1 

in India is an important and meaningful regional studies. For 
the period under consideration# only income originating or net 
domestic product (NDP) figures are available. There are two sets 
of such data# these being the estimates by the State Statistical 
Bureaus (SSB) which regularly bring out such estimates and the 
estimates for the years 1970-71 to 1975-76 brought out by the 
Central Statistical Organisation (CSO) (1979). The SSB estimates 
are not comparable between States because of differences in data 
base and methodology used# but are available at both constant and 
current prices. The CSO estimates on the other hand are based on 
uniform methodology and hence are comparable over States# but are 
available only at current prices ruling out inter- temporal compari- 
sons of a detailed nature. In order to overcome this difficulty# 
the SSB estimates for the years 1970-71 to 1979-80 at constant 
1970-71 prices and available in a compiled form in CSO are adjusted 
in the light of the CSO data. This is done by working out conversion 
factors for the year 1970-71 between SSB and CSO estimates. The 
conversion factor is defined as — g— where C and S stand for CSO 
and SSB estimates respectively for a State. The SSB estimates for 
each State in each year are multiplied by the concers ion factor for 
the State for 1970-71 in order to get adjusted SSB estimates used in 

the study, ^ Sources of other data used are given at their respective 
places. 

Inter-State income differentials are analysed with the help 
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of ranks. State relatives and coefficients of variation. The 
States are ranked in terms of per capita NDP over time and the 
matrix of correlation coefficients of these ranks over time are 
calculated in order to examine whether these ranks have remained 
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stable intertemporally. The State relative Ry is defined as 
Ys 

— X 100 where Y stands for per capita NDP and sub-scripts -s 
and n stand for State s and the nation respectively. The values 
of Ry are calculated for the years 1970-71 and 1979-80 with -the 
% change in Ry between the two points of time also found out.’ The 
States are arranged in ascending order of Ry, 1970-71 and are 
grouped into two on the basis of the values of Ry in that year. 
States with Ry <100 are defined to belong to group one, with the 
other States belonging to group two. The relationship of Ry in 
the initial year with the % change in Ry over time is also analysed, 
A similar enquiry is conducted also between the initial and the 
terminal triennia in order to overcome possible bias that may arise 
in the results due to irregular and random factors affecting two- 
point comparisons. The unweighted and the weighted coefficients 
of variation Vuw and Vw are calculated for each year and these 
are defined as 


VUw = 


and Vw = 



where Ps is the population of State —s, N denotes the number of 
States and the other variables are as already defined. Relation- 
ships between variables are analysed also by means of coefficients 
of correlation and multiple linear regression equations, the signi- 
ficance of the coefficients being tested at 5% level on the basis 
of the t - statistic. 


Inter-State Differentials 

Ranks ! The States of India are ranked in terms of per capita 
NDP in the Appendix for the years 1970-71 to 1979-80, A number of 
things become apparent from these rankings. Punjab has occupied 
the first rank during the whole decade with Bihar occupying the . 
lowest rank in all the years except one. In fact, Punjab/ Haryana 
and Maharashtra are among the top four in all the years with Bihar, 
Uttar Pradesh, Madhya Pradesh and Orissa occupying the bottom five 
places. There are hardly any noticeable changes in the ranking 
order over time except possibly in the case of Tamil Nadu which 
£ seems to have gained and of Rajasthan which appears to be losing 
ground. 

This stability of the ranking order over time is further 
I substantiated by Table 1 which gives the matrix of the coefficients 
of correlation between the ranks of States over time. The coeffi- 
^ ^ cients are all positive and significant with none of them having 
'■ a value less than 0,90. There also does not seen to be any 
tendency, however feeble, of the values of the coefficients becoming 
less and less, as we consider longer periods. This is in line with 
the findings of Hanna (1959) and Perloff (1960) that rank orders of 
regions change only very slowly, but is in striking contrast with 
the finding by the author (1982) that there are "rumblings of change" 
in this regard if we consider till mid 70's. 

State Relatives t State Relatives, Ry, of the different 
States are given in Table 2 for the years 1970-71 and 1979-80. The 
Table also gives the % change in Ry over the period. It is obvious 
from the Table in which the States are arranged in ascending order 
of Ry in 1970-71 that the changes in Ry that have taken place are 
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not of a type to indicate convergence of per capita regional 
incomes. In a convergent phase, there should be an inverse rela- 
tionship between Ry in the initial period and the % change in Ry 
over time with most States of group one experiencing positive changes 
while the reverse happens to States of group two. The largest % 
increase in Ry takes place in Punjab which occupies the top place 
in group one and the largest % decrease, in Madhya Pradesh which 
is the second from the bottom in group two. Further while six of 
the ten States of group one undergo declines in Ry, three of the 
seven States in group two experience increases. All this is 
further corroborated by the fact that the coefficient of correlat- 
ions between Ry in 1970-7 1 and % change in it over the decade is 
positive and significant, being 0.57. 

Nor is the picture different if we consider not just the end- 
points but the initial and the terminal triennia of the decades as 
is done in Table 3. In fact, the findings only get further strength- 
ened, The largest % increase in Ry is in Maharashtra which leads 
in terms of Ry among the states of group two in the initial 
triennium and the largest % decrease is in Madhya Pradesh which is 
the third from the bottom in group one. Six of the nine states of 
group one experience negative changes in Ry, while four of the 
eight States of group two experience positive ones. The coefficient 
of correlation between Ry in the initial triennium and the % change 
in it between the initial and terminal triennia is positive and 
significant, the value being 0.64 which is higher than the corres- 
ponding value from Table 2, 



coefficients of Variation 


The unweighted and weighted coefficients of variation of per 
capita NDP between the States of India are given in Table 4 for 
the years 1970-71 to 1979-80. The Table indicates that over the 
decade, inter-State differentials in per capita NDP have been on 
the increase, though it has not been a continuous year-to-year 
affair. This is so irrespective of whether we consider unweighted 
or weighted coefficients. All this is more apparent from the 
diagram plotting the values of these coefficients over time. 

Findings 

This analysis of inter-State differentials in per capita inccxne 
in India reveals that the country is still in the divergent phase 
of the inverted U-shaped path. States like Punjab, Haryana, Maha- 
rashtra and Gujarat occupy all through the top four places, with 
the States of Bihar, Uttar Pradesh, Madhya Pradesh and Orissa 
being at the bottom of the ladder. There is also hardly any change 
in the ranking order. The results are similar irrespective of 
whether we consider State relatives or inter-State coefficients of 
variations, both weighted and unweighted. 

Certain Policy Issues 

The finding here that the measures taken since the late 60' s 
to ronove regional differentials in per capita income have not been 
such as to reduce inter-State income disparities, raises a number 
of interesting policy issues. It may, for instance, be pointed out 
that wc are barking up the wrong tree and are unnecessarily 
confusing issues since what should interest us is the removal of 
poverty and not the mere lessening of inter-State inequalities in 
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per capita income . Another argument that may be put forth is that 
the resource endovTments are such that it is not possible to reduce 
inter-state disparities by policy measures. It is the purpose of 
this section to examine the two arguments one by one with the help 
of Table 5 which gives certain relevant economic characteristics 
of the Indian States and for India as a whole in this regard for 
the year 1977-78. 

column (4) of the table gives the % of people below the poverty 
line in the States of India. A comparison of column (4) with 
column (3) giving per capita NDP data clearly brings out that 
there may not be a one-to-one correspondence, between per capita 
NDP and the prevalence of poverty.^ But to argue from this that 
attempts to lessen poverty may go against a reduction of inter-State 
disparities in per capita NDP, seems unwarranted. This is so because 
there does not seem to be any such basic contradiction as far Indian 
States go. In the table, the highest % population below poverty 
line is in Orissa which is in group one, with the lowest being in 
Punjab, which is on top in terms of per capita NDP in group two. 
Similarly in five of the nine States of group one, the % people 
below the poverty line is greater than the All-India value, while 
in group two, five of the eight States have such values less than 
the All- India one. All this is further strengthened by the fact 
that the coefficient of correlation between per capita NDP and 
per cent people below the poverty line is negative and significant, 
the value being -0,70, 

The argument about resource endowments cannot be couched in 
terms of mineral resources since it is the mineral-rich regions of 
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India that are poor and many including the author (1982) have 
successfully shovm the baselessness of such an argument. A more 
sophisticate version of the same may be that it is the distribution 
of land and population as reflected in the size of operational 
holdings that is a limiting factor in developing the less developed 

5 

States. Column (6) of Table 5 indicates that there may be some 
truth in the argument. Only three out of eight States of group 
two have average size of operational holdings less than the All- 
India one# while six of the nine States of group one are similarly 
placed. But as against this, Rajasthan having the largest value 
in this regard belongs to group one and Kerala with the lowest value 
leads all other States of group one in terms of per capita NDP, 
Actually there does not appear to be any significant relationship 
between the average size of operational holding and per capita NDP, 
the value being only +0.37. 

In fact if we also consider column (5) of the Table giving the 
index of infrastructural developnent, certain other things also come 
to light. It is apparent that infrastructural development also 
goes hand in hand with per capita NDP. The largest and the smallest 
values in this regard belong to States of groups two and one res- 
pectively, Further, while six of the nine States of group one have 
values in this regard less than the All-India value, only one State 
of group two is in this category. Kerala having the highest per 
capita NDP despite having the lowest average operational holding 
in group one is explained by its being on top of 'the group in terms 
of infrastructural development. There is a positive and significant 
correlation of +0.70 between per capita NDP and index of infrastru- 
ctural dev el omient. There is also no significant correlation 
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between the average size of operational holding and the index of 
infrastructural development, the value being only -0.10 indicating 
that infrastructural development and size of holding are not 
necessarily related to each other, A multiple linear regression 
equation fitted to the data with per capita NDP, Y as the dependent 
variable and index of infrastructural development, I, and average 
size of operational holding, H, as independent variables gives 

■ 7 

the following result s ' 

Y = 48.46 + 4.48 I + 78,07 H 
(112.61) (0.80) (23.77) 

(0.43) (5.60) (3.28) 

Both the regression coefficients are significant and the value of 
— 2 

R = 0.70. The equation can thus lend further credence to the 
argiiment against resource inhibition standing in the way of meaning- 
ful measures to ranove inter-State differentials in per capita NDP, 

conclusion 

The study here, on the basis of available data, indicates 
that inter-state differentials in per capita income are on the 
increase in the period 1970-71 to 1979-80, Despite overt policy 
measures to reduce regional disparities, India thus seems to be in 
the divergent pha^e of the inverted U-shaped path of regional change. 
It thus seems necessary to persevere with such measures and possibly 
go in for more meaningful and effective ones. There does not seem 
to be much basis at present for the view that in doing so, one is 
leaving aside the important problem of the removal of poverty 
provided care is taken to see also that the poorer per capita income 
States take adequate measures to improve their large % of people 
below the poverty line as per capita incomes increase. Nor does it 
appear correct to say that there are such inherent resource endovroent 
differences particularly in the important agricultural sector as to 
make planned reduction of regional disparities in per capita income 
an impossible task. 
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Table 1 : Matrix of Correlation coefficients between the 
Ranks of the States in Terms of Per Capita NDP 
1970-71 to 1979-80* 



1970- 

71 

1971- 

72 

1972- 

73 

1973- 

74 

1974- 

75 

1975- 

76 

1976- 

77 

1977- 

78 

1978- 

79 

1971-7 2 

0.97 









197 2-73 

0.93 

0.96 








1973-74 

0.96 

0.99 

0.96 







1974-75 

0.92 

0.95 

0.94 

0.96 






1975-76 

0.96 

0.99 

0.98 

0.99 

0.96 





1976-77 

0.96 

0.96 

0.97 

0.96 

0.90 

0.96 




1977-78 

0.97 

0.97 

0.96 

0.98 

0.94 

0.97 

0.97 



1978-79 

0.96 

0.97 

0.96 

0.98 

0.93 

0.98 

0.97 

0.99 


1979-80 

0.92 

0.94 

0.93 

0.97 

0.90 

0.95 

0.95 

0.96 

0.97 


♦Based on ranks given in Appendix Table from adjusted SSB data 
at constant 1970-71 prices. 
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Table 2 j State Relatives, Ry. of per capita NDP 1970-71 
and 1979-80* 


SI. 

No, 

State 

1970-71 

1979-80 

% change in 
Ry 

1. 

Bihar 

65.2 

63.6 

- 2.5 

2. 

Madhya Pradesh 

76.3 

60.0 

-21.4 

3. 

Uttar Pradesh 

76.9 

66.5 

-13.5 

4. 

Orissa 

84.4 

71.8 

-14.9 

5. 

Jamrou & Kashmir 

86.9 

94.9 

+ 9.2 

6, 

Assam 

88.9 

85.3 

-4.0 

7. 

Andhra Pradesh 

91.4 

95.2 

+ 4*2 

8. 

Tamil Nadu 

96 . 1 

111.8 

+ 16 * 3 

9. 

Rajasthan 

98.1 

79.9 

-18.6 

10. 

Kerala 

99.2 

101.8 

+ 2.6 

11. 

Karnataka 

105.3 

104 . 1 

- 1.1 

12. 

Himachal Pradesh 

105.5 

97.6 

- 7.5 

13. 

West Bengal 

113.7 

105.6 

- 7.1 

14. 

Maharashtra 

126.5 

154.5 

+ 22,1 

15. 

Gujarat 

131.8 

130.7 

- 0.8 

16. 

Haryana 

145.4 

150, 5 

+ 3.5 

17. 

Punjab 

166.5 , 

205.6 

+ 23 .5 

* Based on adjusted SSB 

data at constant 

1970-71 

prices. The 


States are arranged in ascending order of per capita NDP in 
1970-71. 
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Table 3 s State Relatives, Ry, of per capita NDP for the 
triennia, 1970-73 and 1977-80* 


SI. 

No. 

States 

Ry 

in 

% change in Ry 

1970-73 

1977-80 

1. 

Bihar 

66.6 

63.8 

- 4.2 

2. 

Uttar Pradesh 

75.6 

7 2.2 

- 4.5 

3. 

Madhya Pradesh 

78.7 

67.2 

-14.6 

4. 

Orissa 

81.7 

77.8 

- 4.8 

5. 

Jammu and Kashimir 

88.4 

91.6 

+ 3.6 

6. 

Raj asthan 

88.9 

85.3 

- 4.0 

7. 

Andhra Pradesh 

90.8 

91.7 

+ 1.0 

8. 

Assam 

92.1 

84.9 

- 7.8 

9. 

Tamil Nadu 

99.7 

105.4 

+ 5.7 


10. 

Kerala 

102.9 

96.6 

-6.1 

11. 

Karnataka 

104.8 

102.3 

- 2.4 

12. 

Himachal Pradesh 

107.6 

102.0 

- 5.2 

13. 

West Bengal 

115.2 

107.7 

- 6.5 

14. 

Gu j arat 

124.9 

128.4 

+ 2.8 

15. 

Maharashtra 

125.9 

146.4 

+ 16.3 

16. 

Haryana 

146.1 

152.2 

+ 4.2 

17. 

Pun j ab 

173.0 

192.8 

+11.4 


* Based on adjusted SSB data at constant 1970-71 prices. The 
States are arranged in ascending orxier of Ry for the first 
triennium. 
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Table 4 : Coefficients of Variation of per capita NDP 

between the States of India/ 1970-71 to 1979-80* 


SI. 

Year 

Coefficient 

of 

Variation 

No. 


Unweighted 


Weighted 

1. 

1970-71 

25.87 


23.73 

2. 

1971-7 2 

27.77 


25.36 

3. 

1972-73 

26.84 


23 . 22 

4. 

1973-74 

27.64 


25.99 

5. 

1974-75 

28.45 


26.76 

6. 

1975-76 

28.64 


26.39 

7. 

1976-77 

32.45 


29.12 

8. 

1977-78 

30.70 


27.89 

9. 

1978-79 

32.06 


28.74 

10. 

1979-80 

37.04 


33.34 

♦ Based on adjusted SSB 

data on per capita NDP 

at 

constant 


1970-71 prices. The weights are the averages of projected 
populations for the States for mid- financial years, 1974-75 
1975-76. 
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Table 5 s Per capita NDP and General Economic Characteristics 
of Indian States/ 1977-78* 


SI. 

No. 

State 

Per capita 
NDP (Rs.) 

% people 
below 
poverty 
line 

Index of Average 

infrastru- size of 
ctural operational 

development holdings** 
(ha.) 

1 

2 

3 

4 

5 

6 

1. 

Bihar 

446 

57.5 

104 

1.1 

2. 

Madhya Pradesh 

513 

57.7 

64 

3.6 

3. 

Uttar Pradesh 

524 

59.7 

118 

1.1 

4. 

Orissa 

560 

66.4 

80 

1.6 

5. 

Assam 

608 

51.1 

85 

1.4 

6. 

Andhra Pradesh 

613 

42. 2 

95 

2.3 

7. 

Rajasthan 

6 14 ' 

33.8 

74 

4.7 

8., 

Jammu & Kashmir 

6 20 

34.1 

75 

0.9 

9. 

Kerala 

66 3 

47.0 

148 

0.5 

10. 

Tamil Nadu 

704 

52.1 

145 

1.3 

11. 

Karnataka 

716 

48.3 

104 

3.0 

12. 

Himachal Pradesh 

729 

27. 2 

76 

1.7 

13. 

West Bengal 

794 

52.5 

148 

1.0 

14, 

Gu j arat 

895 

39.0 

123 

3.7 

15. 

Maharashtra 

987 

47.7 

113 

3.6 

16. 

Haryana 

1048 

27 . 8 

148 

3.6 

17. 

Pun j ab 

1280 

15.1 

207 

2.7 


All India 

695 

48.1 

100 

2.0 


* The States are arranged in ascending order of per capita NDP 
in 1977-78. Sources of data s 

Col (3) - adjusted SSB estimates at constant 1970-71 prices. 
Col (4) & (6) - Planning Commission (1981) 

Col (5) - Raj Krishna (1980). 

** These relate to 1976-77. 


16 


Appendix 


Ranking of 
1970-71 to 

the 

1979 

Indian 

-80 

States 

in 

terms 

of 

per 

capita 

NDP 



r« 1 



Rank 

in 

the year 






OX# 

No. 1970- 

71 

1971- 
7 2 

197 2- 1973- 
73 74 

■ 1974- 
75 

1975- 

76 

1976- 

77 

1977- 

78 

1978- 

79 

197. 

: : 8' 

1. Andhra Pradesh 

11 

10 

12 

10 

9 


10 

13 

12 

10 

!'■ 

2. Assam 

12 

11’ 

10 

11 

11 


11 

10 

13 

13 

^ 1 

3. Bihar 

17 

17 

17 

17 

17 


17 

17 

17 

17 

1- 

4. Gujarat 

3 

3 

6 

4 

7 


4 

4 

4 

4 


5 . Haryana 

2 

2 

2 

2 

3 


2 

2 

2 

2 


6. Himachal 

Pradesh 

6 

6 

5 

7 

6 


6 

6 

6 

5 


7. Uarimu & Kashmir 

13 

12 

11 

12 

10 


12 

12 

10 

11 

1’ 

8. Karnataka 

7 

7 

9 

6 

5 


7 

9 

7 

8 

' " '7 

9, Kerala 

8 

8 

7 

9 

8 


8 

8 

9 

9 


10, Madhya Pradesh 

16 

14 

15 

15 

15 


15 

16 

16 

16 


11. Maharashtra 

4 

4 

3 

3 

2 


3 

3 

3 

3 


12, Orissa 

14 

15 

13 

14 

14 


13 

15 

14 

14 

."i' 

13. Punjab 

1 

•1 

1 

1 

1 


1 

1 

1 

1 


14, Rajasthan 

9 

13 

14 

13 

13 


14 

11 

11 

12 

3 

15. Tamil Nadu 

10 

9 

8 

8 

12 


9 

7 

8 

7 

■ 

16. Uttar Pradesh 

15 

16 

16 

16 

16 


16 

14 

15 

15 

^ 1 

17. West Bengal 

5 

5 

4 

5 

4 


5 

5 

5 

6 
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Footnotes 


1. For critical surveys of regional incane data in India/ please 
see among others/ Nair (1982), Mukherjee (1969) and Chaudhary 
(1966) . 

2. The intention is to make these constant price SSB estimates^ 
for the whole period somewhat comparable between States. There 
is no implication here that the CSO estimates are better than 
SSB estimates for all States. The assumption is, however, that 
the conversion factor is constant over time. 

3. Many including Hanna (1959) and Perloff et al (i960) have used 
the concept of State relatives in regional studies. 

4. It is also true that in analysing the relative positions of the 
States and the pattern of change in those and in inter-state 
disparities, it is necessary, as pointed out by the author 
(1982) to make a distinction between levels of living and per 
capita income. 

5. This size is also, of course, affected by the level of develop- 
ment. Such arguments further ignore the differences in the 
quality of land. But all this doesn't disprove the fact that 
land endowments are fixed to a great extent. 

6. The index is the one that has been calculated by the centre 
for Monitoring Indian Economy (1979). The components and 
their weights are power (20), roads (15), railways (20), 
postal services (5), education (lO), health (4) and banking (6). 

7. The figures in round and square brackets give standard errors , 
and t-values respectively. 
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INTER-STATE DIFFERENCES IN LEVELS AND R/^TES OF 
GROWTH OF INCOME IN INDIA ; 1951-81 

Ajit Kumar Singh* 
ai .D 

Since the colonial period Indian economy has been characteris- 
ed by marked regional imbalances. These imbalances have become a 
major political issue since Independence. Consequently reduction 
of regional disparities has been accepted as one of the important 
objectives of economic policy. In this context a study of trends 
in regional inequalities assumes high practical importance. 

Although States of the Indian Union do not always correspond to 
a natural economic region, the discussion on regional disparities 
has mostly centred on inter-State differentials for a number of 
practical considerations. This paper presents a profile of 
inter-state differences in the levels and rates of growth of total 
and per capita output and examines the trends in inter-State 
disparities during the Plan period. 

Nature and Sources of Data 

The analysis is based on the behaviour of net State domestic 
product estimated at State level constant piicess. While this 
concept does not present problems as far as the study of growth 
of State income over time is concerned, it is open to criticism 
when used for inter-State comparisons of levels of per capita 
income and trends therein, for which, purpose ’income accruing’ 
rather than 'income produced’ concept is theoretically preferable. 

* Department of Economics, Lucknow University, Lucknow. 
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To what extent the two magnitudes vary is a question for empirical 
verification for which adequate statistical information is not / 

yet available. The discussion of inter-State comparison is further 
complicated by the fact that there are differences in the metho- 
dology and quality and coverage of data for income estimation in 
different States. Hence the results of the study should be seen 
as indicative of the general trend in growth behaviour of States 
rather than as precise estimates of the magnitude of change. 

We do not have a single time series of State income estimates 
for the entire period. However, NCAER has prepared Estimates of 
State Income at constant proces of 196O-61 for the. years 1950-51* 
1955-56 and 1960-61 for 14 States. These estimates have been 
used for the study of change during the first decade of planning. 

For the latter period two sets of State income estimates are 
available year-wise, namely, those prepared by the State Statistical 
Bureaux and C.S.O. The two estimates diverge from each other 
because of differences in methodology and data coverage. Usually 
the C.S.O. estimates are on the higher side. A comparison of per 
capita State incomes in 1970-71 on the basis of the two estimates 
shows that in as many as 12 States the divergence was less than 
5%. In 3 States (i.e. Assam, Haryana and Tamil Nadu) the divergence 
was between 5.0 and 7*5 percent. Only in Orissa and Kerala the 
divergence was large being 12.2 percent and 14.2 percent respectively. 
Thus, it appears that the broad pattern of disparities and changes 
therein is not likely to be seriously affected, whichever series 
one ch^v..ses to select f-jr purposes of study. Our study is based on 
the income estimates prepared by the SSBs, which covers a longer 
period. The same have been published in Reserve Bank of India 
B ulleti n ..pril 1978, June 1979 and September 1981. These are also 
presented in Indian Economic Statistics ■ compiled by Ministry of 


Finance, Government of India 
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Growth of State Income 

, In order to eliminate the impact of annual fluctuations 
we have taken the average of three years of net SDP at constant 
process of 196O-61 at five year intervals. The average of SDP 
for the years 1975-78 and 1978-81 (for which data is available 
only at 1970-71 pricess) has been calculated by moving the SDP 
for 1970-73 at 196O-6I pricess at the same rate at which the 
SDP has increased over this period at constant pricess of 1970-71. 
The absolute figures of SDP at the index with 196O-61 = 100 has 
been given in Table 1 , 

During the decade 196O-63 to 1970-73 the percentage increase 
in SDP has ranged- from 25*2 percent in U.P. to 69.2 percent 
in Punjab. The States which recorded increases above the country’s 
average during this period in descending order are t Punjab, 
Karnataka, Assam, Kerala, Gujarat, J & K, Haryana and Orissa. 

For the eighteen year period 1 960-63 to 1978-81 the increase 
ranged from 48.3 percent in M.P. to 146.5 percent in Haryana. 

Apart from Haryana, SDP more than doubled over this period in 
the States of Punjab, Maharashtra and J & K. 

Table 2 shows the annual compound growth rate of SDP^over 
different time periods. The rates of growth vary from 2.30 pdrcent 
to 4.64 percent in the fiftiesi from 2.07 percent to 5.20 percent 
in the Sixties and 1 .34 percent to 5 *42 percent in the Seventies. 
There are also differences in the pattern of growth rates in the 
three decades. In seven States the rate of growth in the Sixties 
was less as compared to the growth rates in the fifties. The 
decline was marked in the case of Tamil Nadu, Maharashtra, M.P., 
Bihar and West Bengal, but moderate in Andhra Pradesh and U.P . 

On the other hand, the rates of growth showed marked increase over 
this period in Assam, Gujarat, Karnataka, Kerala, Orissa and 
Punjab. 
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During the Seventies 7 States showed an increase in rates of 
growth over the past decade, i.e. A.P., Bihar, Gujarat, Haryana, 

J & K, Maharashtra and U.P. On the other hand there was a marked 
deceleration of rate of growth in this period in the States of 
Assam, Karnataka, Kerala, M.P., Orissa and Tamil Nadu and a 
moderate one in the States of Punjab, Rajasthan and West Bengal. 


The States which have shown clearly above average performance 
in the Sixties as well as Seventies are Punjab, Haryana, Gujarat 
and Jammu and Kashmir. On the other hand the laggard States in 
both the periods are Rajasthan,' U.P., Bihar, West Bengal and 
Tamil Nadu. 



Taking the period 1960-63 to 1978-81 as a whole the States 
can be grouped into 4 categories according to the level of rates 
of growth of SDP ; 


a. Very High Growth : Haryana, Punjab, Maharashtra (4,0?6 
and above). 

b« High Growth ; J & K, Assam, Karnataka, (3*25% to 4.0%) 
Gujarat, Kerala, 

c. Low Growth : Orissa, A.P., Rajasthan, Tamil Nadu (2.50% 
to 3.25%) . 

d. Very Low Growth ; U.P.; Bihdr, Wegt Bengal, M.P, 

The above discussion indicates that as far as the total SDP 
is concerned ;ql.l States of the Indian Union have recorded clear 
and sustained increases, although there are significant difference 



in the rates of growth. Thus it appears that the forces of growth 
over the planning period are spread over the entire length and 
breadth of the country, although their impact has been uneven. 
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Unst ability and Variability in Growth of SDP 

The question of the unstability and variability in the 
growth of SDP may be examined now briefly. We may judge the 
unstability of growth process in terms of the frequency of decline 
of SDP. In the period of 18 years between 1961-62 and 1979-80, 

SDP did not register a decline in any state in 4 years only. In 
another 3 years the decline in SDP was confined to less than 
four States. In the remaining 6 years, the decline was spread 
to over 5 States. In particularly bad years like those of 1965-66 
and 1979-80 majority of the States are adversely affected. 


The variability in SDP may be measured by the spread between 
the lowest and highest increase in a year among States. Relevant 
yearwise information has been given in Table 3. The degree of 
inter-state variability of SDP is quite high and has increased 
sharply in the Sixties, though it has again somewhat declined in 
the post 1975-76 period. 

Thus it appears that the Indian economy continues to be 
bedevilled by the increasing unstability and inter-state varia- 
bility in the growth of SDP inspite of heavy investment in 
irrigation and the increased diversification of the economy. 

The degree of unstability appears to be high in the States of 
Rajasthan, Orissa, Gujarat, Karnataka and Madhya Pradesh. It is 
moderate in the States of ondhra Pradesh, Bihar, Haryana, U .P . 
and West Bengal; and low in the States of Assam, J & K, Kerala, 
Maharashtra, Punjab and Tamil Madu. 
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Growth of Per Capita SDP 

Three yearly averages of per capita SDP at constant process 
of 1960-61 have been calculated in the same manner as the total 
SDP. Relevant figures are given in Table 4. Per capita SDP 
ranged from Rs.220 to Rs.403 in 1960-63; from Rs.239 to Rs.499 in 
1970-73 and, from Rs.251 to,Rs.629 in 1978-81 . During the period 
1960-63 to 1970-73 per capita income declined by 1.0 percent I 

in West Bengal. During this period marked increase took place I 

in the per capita SDP in Himachal Pradesh, Punjab and Haryana 
and to a lesser extent in Karnataka and Kerala. In the Seventies ; 

increase v/as noticeable in case of Maharashtra, Pxrajab, Haryana, ■ 

J & K, Tamil Nadu and Andhra Pradesh, while it was negative in I 

Kerala and Madhya Pradesh. 

For the entire period 1960-63 to 1978-81 sharp increase in ^ 

per capita SDP took place in Punjab, Haryana, Himachal Pradesh 
and Maharashtra only. On the other hand, per capita SDP declined 
slightly in M.P. and West Bengal. 

Annual compound growth rates in per capita SDP in different j 

periods have been shown in Table 5» In each period there are 
quite marked inter-state differentials in the rates of growth 
of per capita income. Bihar, Madhya Pradesh and Tamil Nadu which 
had shown relatively more rapid rise of per capita product during 
the fifties, showed much lower rates of growth in the latter 
period. As many as 10 States showed a deceleration in the rate 
of growth of per capita SDP in the Seventies as compared to the 
Sixties, the notable exceptions being A.P., J & K, Maharashtra, 

Punjab and Tamil Nadu. 
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Table 6 presents cross classification of States according 
to level of per capita SDP in 1960-63 and rates of growth of SDP 
during 1960-63 to 1978-81 . The table shows a clear relationship 
between the levels and rates of growth of per capita SUP. The 
relatively poor States of Kerala, M.P.,U.P., Orissa and Bihar 
also showed relatively low rates of growth. Tamil Nadu, Karnataka, 
and A.P. fall in the medium category of both the variables. 

Among the rich States Punjab shows high growth, but West Bengal 
and Gujarat showed low growth. 

Trends in Regional Disparities 


Let us now see what has been the impact of inter-state diffe- 
rentials in rates of growth on regional income inequality. The 
coefficient of variation in per capita SDP declined from 28.5996 
in 1950-51 to 23.79% in 1955-56 and further to 21 .9296 in 1960-61 
indicating that the first decade of planning witnessed a narrowing 
of inter-state income disparities. But, this trend has been 
reversed in the latter period as the data given in Table 6 shows. 

The coefficient of variation of per capita SDP at constant 
process after remaining stable between 1960-61 to 1962-63 shows 
a clear upward trend since than which was interrupted for a short 
period during 1972-73 and 1973-74. A clear. divergent trend in 
regional disparities is noticeable during the green revolution 
phase in the country. The divergence has been even sharpen in 
the Second half of Seventies. The movement of other indicators 
of inter-regional disparities like standard deviation, range and 
maximura/minimum ratio also support the hypothesis of increasing 
I'egional disparities since 1960-61 . 
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Conclusion 


The main conclusions of the study may now be briefly sijimmed 


up; 



1 


All States of the Indian Union have registered steady 
increase in total SDP, though the differences in the rates of 
growth were quite sharp. 



2 . 


3 . 


4 . 


5 . 


The entire period is marked by high unstability and variability 
in growth rates which has increased over time. 

The increase in per capita SDP have been generally low 
except in a few States like Punjab, Haryana, Maharashtra and 
Himachal Pradesh. In two States, namely, Madhya Pradesh 
and West Bengal, per capita SDP has actually declined. 

An iniverse association is observable in the levels of per 
capita SDP and rates of growth as a result of which inter- 
state income disparities have tended to widen. 

The policy instruments devised to promote a more balanced 
pattern of regional development are not strong enough to 
arrest the divergent trend in inter-state disparities. 

Efforts on a much larger scale than in the past are needed 
to attain the objective of balanced regional development. 
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Table 2 

Annual Rates of Growth (Compound) in SDP at Constant Prices 



Note ; Figures in parenthesis show 
a = Average 1977-80. 


rank. 


Average 1976-79* 
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Table ~ 5 

Variability in State Demostic Product 


Year 

No- of States 
showing Decline 

Lowest • 
Increase 
(%) 

Highest 

Increase 

{%) 

Total 

Variation 

(%) 

1961-62 

4 

-1.0 

11.3 

12.3 

62-63 

5 

-3.1 

9.6 

12.7 

63*64 

2 

-7.0 

9.3 

16.3 

64-65 

- 

0.6 

19.9 

19.3 

65-66 

10 

-15.0 

3.3 

18.3 

66.67 

3 

- 8.2 

17.2 

25.2 

67-68 

1 

- 1.0 

20.2 

21 .2 

68-69 

5 

-19.3 

9.0 

28.3 

69-70 

- 

2.0 

24.4 

22.4 

70-7i 

2 

- 1.7 

34.8 

35-5 

71-72 

3 

-10.9 

5.0 

15-9 

72-73 

9 

-20.3 

5.8 

26.1 

73-74 

4 

- 4.5 

22.4 

26.9 

74-75 

6 

-13.9 

9.2 

23.1 

75-76 

- 

1.6 

28.5 

26.9 

76-77 

9 

-12.1 

8.3 

20.4 

77-78 

— 

-2.7 

18-1 

15.4 

78-79 

3 

- 5. 1 

9*6 

14.7 

79-80 

13 

-l6-5 

3.0 

19.5 
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Table - 5 

Annual Compound' Growth Rate in Per Capita SDP 
at Constant Prices ( 196 O- 61 ) 


State 


1950-51 

to 


1960-63 

to 


1970-73 
to 


1960-63 
to 


1960-61 

1970-73 

1978-81 

1978-81 

Andhra Pradesh 

1.17 

0.68 

1.56 

1. 

.08 

Assam 

-0.17 

1 i)4 

0.31 

0. 

72 

Bihar 

2.06 

0.83 

0. 70^ 

0. 

JQ & 

Guj ar at 

0.57 

0.70 

0.49 

0. 

75 

Haryana 

N.A. 

2.84 

2*. 01^ 

2. 

31a 

Himachal . Pradesh 

N.A. 

3.73 

O ..34 

2. 

22 

.hmmu': & Kashmir 

N.A. 

0.99 

1.80 

1. 

35 

Karnataka 

0.88 

1.68 

0.44 

1. 

12 

Kerala 

0.70 

1.41 

-0.15^ 

0. 

83^ 

Madhya Pradesh 

2.18 

0.44 

-0.80^ 

-0. 

13 

Maharashtra 

2.50 

0.49 

3.20 

1. 

69 

Orissa 

0.62 

1.16 

0.50^ 

0. 

88^ 

Rajasthan 

0.59 

0.49 

0.34 

0. 

42 

Punjab 

Tamil Nadu 

Uttar Pradesh 

0.87 

3.^0 

0.78 

2.88 

0.78 

0.57 

3 . 30 ^ 

1.64 

0.73 

3 . 

1. 

0. 

04 

18 

.59 

West Bengal 

-0.20 

-0.10 

0.07 

-0. 

► 05 

India 

1.28 

1.18 

1.37 

1. 

26 


Note 


a = up to 1977-80 
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Table - 6 

Gross Classification of Rates According to Level 
of Per Capita SDP ( 1960-63) and Rates of Growth 
of SDP (1960-63 to 1978-81) 


Level of 

Rates 

of Growth of Per 

Capita SDP 

Per Capita 

S.D.P. 

High 

Over 2 % 

Medium 

1% to 2% 

Low 

Below 1.0% 

High 

(Rs.350 and 
Above) 

, Punjab 

Maharashtra 

t Bengal 
Gujarat 

Medium 
(Rs.275 to 

Rs. 350) 

Harayana 

Tamil Nadu 

Karnataka 

Assam 

Rajasthan 


Andhra Pradesh 

Low 


Jammu and 

Kerala 

(Below Rs.275) 


Kashmir 

Madhya Pradesh 
Uttar Pradesh 

Orissa 

Bihar 
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Table 7 : Trends in Inter-State Disparities: 1960-80 



rcr Capita Incoino at (unweifihted). 1960-61 Prices (N 


1960-61 

19.46 

5o.G 

194 

1 .90 

1961-62 

19.07 

58.2 

" 177 

1.87 

1962-63 

19.00 

57.6 

179 

1 .81 

1963.64 

20 I 96 

65’.6 

185 

1,83 

1964-65 

20.40 

65.9 

196 

1,89 

1965-66 

21.35 

63.6 

176 

1.80 

1966-67 

22.63 

68.8 

229 

2.22 

1967-68 

22.23 

71.8 

258 

2.28 

1968-69 

23.37 

73.6 

271 

2.32 

1969-70 

23.99 

79.2 

291 

' 2.41 

1970-71 

22.06 

75.9 

260 

2.10 

Per Capita 

Income at 

1970-71 Process 

(N = 17) 


1970-71 

25.75 

165 

628 

2.56 

1971-72 

27.19 

173 

640 

2.57 

1972-73 

27.10 

166 

660 

2.66 

1973-74 

26.91 

171 

697 

2.82 

1974-75 

28.50 

176 

689 

2.75 

1975-76 

28.11 

187 

720 

2.74 

1976-77 

31.79 

208 

744 

2.76 

1977-78 

31.15 

218 

802 

2.87 

1978-79 

32.14 

229 

870 

2.99 

1979-80 

36.35 

243 

916 

3.26 
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1. Introduction; 

Input-output tables show sectoral inter-dependence and 
structural basis of an economy. Leontief (1963) has propounded 
the use of input-output tables as an indicator of the level of 
development of a country. He states that though each economic 
system-both of developed and undeveloped economies alike\^ - ha s) 
a complicated internal structure, there are certain fundamental 
elements, purely of technical character, which may be found in 
the productive structure of modern economies. He speaks of 
similarity in the productive structure of developed economies. 

This similarity can be observed from the pattern of transactions 
between different sectors of the economy as revealed by the input- 
output 'tables of those economies. In consonance with the differ- 
ences in the degrees of "development", the internal structure of 
the developing economies is distinctly different from those of the 
developed ones. He feels that ^he structure of economic develop- 
ment can be analysed on the basis of the comoarison of the 
internal structure of different economies, as revealed by their 
input-output tables. 
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1. 1 Basic Concepts of Structural Analysis 

In the words of Leontief, deoendence and independence, 
hierarchy and circularity (or raultiregional interdependence) are 
the four basic concepts of structural analysis. Complete deoen- 
dence or inter-dependence is revealed by an input -output table, 
in which all cells are invariably having non-zero entries. This 
means that each industry without any exception sells and buys 
directly from all other Industries. Hence any increase in the 
final demand for the output of any one industry will necessitate 
an increase in the inpits to this sector from all other sectors. 
Thus single increase in direct demand will set up a whole cliain 
of indirect demands ultimately increasing the total output of 
every sector in the system. However, this is only a theoretical 
possibility. A more likely and natural system is one in which some 
of the cells of the table are empty. Such tables show random 
industrial interdependence. The industry whose column consists 
of those empty cells do not draw any input from the industries 
represented by the intersecting rows. If the reverse combinations 
of column and row also reveal empty cells, then those sectors can 
be described as independent with respect to direct demands, t hough 
some other non-zero cells may trigger a whole chain of indirect 
demands, ultimately involving those directly independent sectors, 
(for a situation when sectors are completely independent, see 
(1968). However, the tables, which appear to be random in the 
beginning may turn out to reveal more interesting properties on 
rearrangement of the respective rows and columns. For examule, 
on such rearrangement, one may obtain a triangular matrix, which 
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indicates that all the non-zero cells fall below the diagonal 
running from the upper left corner to the lower right corner of 
the matrix. Such matrices reveal that whole the industry in the 
top row purchases inputs from all other industries and sells its 
own output only to final users, the industry in the bottom row 
sells its output to all other Industries as well as to final users 
but purchases its Inputs only from itself and not from any other 
industry. The remaining industries in between the ton and the 
bottom rows buy only from the industries below and sell only to 
industries above them. In such an economy, a change in the final 
demand for the output of one industry will affect only this industry 
and the industries below but not the industries on top of its. 

Hence, the computation of the indirect effects of an increase in 
final demand for the output of this sector requires only the input 
coefficiants for sectors below it. On the other hand, the sectors 
on top of it only purchase outouts of this sector. Hence, an 
increase in final demand for the output of any one of the above 
sectors will generate indirect demand for the output of the sector 
in question. Thus, the computation of the indirect effects on this 
sector of final demand originating elsewhere, requires looking 
into the input coefficients for this sector and the sectors above 
it. Thus, such triangular matrices reveal a complete hierarchical 
inter-industry relation. In the case of a block triangular matrix 
depicting circularity, relations between sectors within each block 
are similar to the case of mutual inter-dependence in which all cells 
within the block have non-zero entries, meaning thereby that each 
industry in the block buys from and sells to each other without 
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any exception, whereas relations between the blocks (multiregional 
interdependence) are similar to those between the sectors in the 
triangular model, i.e, of hierarchical or undirectional inter- 
dependence in which the top block buys from the bottom block, 
but not the other way round. Thus, by discovering a way of numbering 
a given matrix such that it becomes a triangular or block triangular, 
one may unearth a hidden ordering in the relation among industries. 

1.2 Earlier Empirical Studies 

Leontief (1963) in his study discovers that the input -out put 
tables of the U.S. and Western Europe unearth the same triangula- 
tion. According to him the U.S. European input-output table con- 
stitutes the structure of a fully developed economy. He thus 
defines an economy under developed to the extent "that it lacks 
the working parts of this system". He speaks of the importance of 
actual numerical magnitude of the entries, composition of the foreign 
trade of the country and the fineness of the sectoral breakdown 
for the triangulation of a real input -out put table to compare its 
level of development vis-a-vis that of the U.S. and the Western 
Europe, He does this sort of analysis for Israel' s economy by 
triangularising its table similar to the U.S. - Western European 
table. He then compares it as well as Egypt e and Penuls levels of 
development vis-a-vis the U.S. and Western Europe by constructing 
a model of the economy likely to appear in the case of self- 
sufficiency (ggg methodological details in Leontief 's study) and 
on the basis of the ratio of agriculture to total economic activity. 
These comparisons reveal a striking hierarchy. Thus, he speaks 
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of the importance of triangularisation In the dynamic sense 
as well, because he discerns that aa an economy' passes through 
different phases of its development, "block reaction" will so 
change the respective position of different blocks that low blocks 
will grow tall and the presently dominating blocks will lose their 
existing stature. 

The technique of triangularisation has been applied in other 
studies for international comparisons by Chenery and Watanlie (1958) r". 
and Simpson and Tsukui (1965). Strict triangularity could not be 
found in either of the two studies. However, by rearranging the 
rows and columns of the input -output tables of the developed economies 
like Italy , Japan, Norway and the United . States, Chenery and ■f ' 

Watanbe found, such a high degree of triangularity that the percentage 
of transactions above the diagonal were in the range of two to six 
percents. They mention in a footnote of the first exoeriment with 
triangular input -out put matrlce to have been done by Wood and Horten 
(1950). Wood and Horten’s model, in their vrords, comprised forty 
sectors, which individually had an (unweighted) average ratio of 
elements above the diagonal to the final demand to the extent of 
5 per cent. For applying this technique to the tables of the U.S. 

(1947) and Japan (1955), Simpson and Tsukui (1965) had aggregated 
the two tables to equal number of sectors and compartd coefficients 
rather than flows to mitigate the influence of final demand, but 
could not eliminate the influence of differences in rolativo prices. | 
They could succeed in tri angular! sing the two tables by setting all ; 


technical coefficients x^'•hich are loss than 1 (number of sectors) to 
zero. The t wo triangularised tables were strikingly alike in the 
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sense of having block independence and triangxilar properties. 

These similarities were not dependent on a particular method of 
aggregation. This was discovered by finding the same fundamental 
structure with respect to the tables of Norway, Italy, and 
Spain, based on different sectoral classification by arranging 
the industries in an order as close to that obtained in the 
trlangularised tables for the TJ.S. and Japan. Arranging the 
industries of each economy into four blocks, namely, metals, 
nonmetals, energy and services, with the exception of services, 
their study revealed a fundamental structure of production by 
a matrix which is generally block and triangular in form, these 
blocks are composed of metal industries, non-metal, energy and 
services. Though the matrices which they had derived revealed 
more closely a triangular pattern than a block pattern, they 
emphasised the block-pattern. Hence, they did not rearrange the 
sectors, though that could have improved the triangularity, Ernst 
Halmstadtern (1969) trlangularised matrices of 36 comtrles for 
different years ranging from 1919 to 1960 with number of sectors 
varying from 6 to 38 on the basis of the criterion to maximise 
the sum of the above diagonal entries. In trlangularised ma- 
trices, transaction flows were largely unidirectional and mutual 
transactions were comparatively weak. They, thus, revealed a 
high degree of llnersity, which was defined by Helmstadter as 
the percentage ratio of the sum of abovG -diagonal entries to the 
total sum of interindustrial transactions. He found that the 
degree of linearity was negatively correlated with the degree 
of eggi’egation. However, he could not conclusively prove a 
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systemstle relationshit) between the level of industrialisation, 

because his results showed that whereas some of the less 

industrialised countries had high a few industrialised 

countries had low . However, y an (1968) feels that by 

rearrangement of metrices of developed countries in the form of 

below diagonal trlangularisation, it can be shown that heavy 

industries are primary or basic industries and are located at 

the base nows of the triangular! sed matrix being indispensable 

for the production in all sectors of the economy. Wbtanbe 

Chenery (1958) have suggested classification of industries as a 

basis for development analysis. Defining u^ as the ratio of 

3 . 

total purchase of intermediate input by industry J to the total 

output of industry j , i . e . 
n 

X 14 

i = 1 and W as the ratio of total sales of inter- 


mediate industry product by industry i to the total output of 
i, i.e, n 


4=1 


X 14 


, they classify Intasflas manufacturing 


(with high u^) and primary (with low uj) on the input side and 
intermediate (with high Wj_) and final (with low W^^) on the 
output side. Thus, according to them, all industries in the 
economy both on input and output sides can be classified into 





8 


the following four groups: 


! Input / 

I 


\ Manufacturing 
{ (High u.) 

1 ^ 

^ Primary 
I Production 
I (low TJ.) 

I J- 

! 

■ In the framework of this classification scheme, a developed 
econony is likely to bo associated with the oro^uction of a large | 

. .‘4 

number of goods belonging to intermediate manufacturing group 1 

and a primary and underdeveloped economy with final primary goods, ■ 
The same pattern can be discernable from the pattern of export 
and import of an economy. The reason for this is that there is 
a '’round aboutness" of production in developed economies, which 
is associated with a large amount of intermediate goods, because -j' 
in those countries a good passes through various production. 

processes and producers before it reaches final consumers. Yan 

■ ■ ■ ■ , ■ ■ ' ! 

and Ams (1965) have suggested a method to x quantity such i 

i ' 

"roundaboutness" by an overall average index of "economic inter- i 
relatedness" based an indices of "overall interrelatedness" o 

of different industries. This involves making use of iterative i 

3 

elements of Leontief inverse matrix comprising successive square : 

-1 

elements of the inout-output coefficients matrix (since (I-A) = ^ 

1: A: A .....) till they become nagligiblo . In this approach, 
elements having non-zero values in A matrix are denoted by I 


Interm^d-iat© 

(High ¥i) 


ntormediate 

anufacturing 


Final 
(low wi ) 


Final 

Manufacturing 


ntermediate 

rlmary 

reduction 


Final Primary | 
Production , 


^11 


o- 

" 


number - 1 , representing first-round order of relatedness. 
Those elements which get non-zero values in for the first 
time are denoted by number 2 , representing second round order 
of interrelatedness and so on. Elements having zero values 
through out the interative procedure are denoted by 
representing complete absence of any relatedness between the 


concerned pair of Industries. Then an order matrix, namely. 


R, is constructed. This comprises only either or numbers 


ranging from 1 to n, depending upon the order of relatedness. 
Thereafter, in order to evaluate the interrelatedness of 


industries on the output side, reciprocals of the elements in 


a row of the order matrix are averaged. Similarly, interrela- 
tedness of Industries an input, side is calculated by the column 
averages of reciprocals. In case, row average is closer to one. 


the industry is considered as important supplier of intermediate 


output, on the other hand 5 if column average is closer to one. 


it indicates that the industry represented by the column is an 


important user of the output of various industries. By averaging 


column average and row average, of an industry an index of the 


"overall interrelatedness" of that industry can be calculated. 


Furthermore, by taking an overall average of those industry 


indices, an index of "economic interrelatedness" f or t he economy 


as a whole can be derived. In their evaluation of the index 


of economic interrelatedness for the U.S. economy, they found 


that it was 44d for the year 1912 and 536 for the year 1929. 


This led them to conclude that technical coefficients shift 


over time and are mainly determined by technical conditions rather 








10 


than resource structure. 

1.2.1 Soviet Studies 

With a view to making use of these techniques for the 
analysis of soviet economy during 1923-24, the period of 
New Economic Policy, Dolan (1967) first recasts the data of 
the Balance (See Nicholas Spulber (1964) for the introductory 
chapter of the Balance) in the form of input -outnut tables, 
Fellng that the ordering of maximum triangulation does not 
carry any particular economic Interpretation, he combines 
the study of triangularity with that of block-independence. 

For this purnose, he divides the 20 sector input-output table of 
1923-24 into five groups, namely (i) Industrial non-metals 
(ii) Agricultural Complex, (lil) Industrial metal (iv) Energy 
and (v) Services. Thereafter, he triangulated the matrix, 
subject to the constraint that the blocks remain intact. He 
finds such a high degree of triangularity of production both 
within the blocks and for the matrices as* a whole that more 
than 91;^ of the sum of all entries in each case is concentrated 
on or below the diagonals. Besides, like Simpson and Tsukul, 
he also finds high degree of block-independence with the 
excention of the service block. He also studies the structure 
of the 1923-24 Soviet economy by using Itan-Ames index (see., 
Dolan's study for methoddloglcal details) . His study reveals 
that agricultural complex was so much isolated from the rest of 
the economy that the indices of dependence of agriculture on 
Industrial non-motal was only 0.08 and on heavy industry 
comprising metal and energy only 0.10, which are not only the 
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lowest in the table but also for below the index of 0,27 
for the table as a whole. On the other hand, the table reveals 
such a key importance of heavy industry sector in supplying 
inputs to all industries that industrial non-metal sector’s 
index of dependence on heavy industry sector was 0.41 and the 
latter’s index of Intradependence 0,50. However, he does not 
present the index of economic interrelateness, as defined 
by Yan and Ames. The studies by Gi Hula (1975, 1977) , not 
only show the triangular form of the 86 sector input-output 
table for Soviet Union for 1966, but also the degree of linea- 
rity, Following Helmstadter ’ s methodology 91,83^ 

and the degree of economic interrelatedness, R, following Yan 
'■•and Ames’s methodology 0.896, These values show that there 
is a relatively strong one way interdependence of sectors in 
the Soviet economy. 

1.2,2 Indian Studies 

■q-r- ' Turning to Indian studies, Santhanam and Patil (1972) 
follow the methodology of Chenery and Watanbe to compare the 
structure of production, patterns of intermediate use of commo- 
dities and input coefficients of India with advanced countries 
like Italy, Japan, Norway and the United States. They show 
that irrespective of differences in resource endowments and the 
level of economic development. The similarities in the struc- 
ture of production exist with respect to India and those 
advancGd countries, which were earlier discovered to be existing 
among the latter countries by Chenery and Watanbe. As 
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Santhanam and Patil argue that the diversified pattern of 


production, especially of manufacturing sectors, puts India 


in a category different from other underdeveloped countries. 


it can he concluded that Santhanam and Patil’ s study confirms 


both Leontief’ s view that regardless of resource structures. 


the developed countries reveal similar technical coefficients 


and Simpson and Tsukui’s conten1>ion of the existence of a 


fundamental structure of production, especially among developed 
countries. Manne, Rudra and etcal. (1965) noticed that the 


30 sector input-output table for the Indian econorry for 


1960-61 revealed such block-angularity that the whole table 


can be divided into three groups, namely (1) Mining, metals. 


machinery and construction (ii) Food and fibre production 


and processing and (iii) universal intermediates, comprising 


motor transport, petroleum products, crude oil, rubber 
products, rubber, chemicals, railways, electricity and coal. 


They feel that it would be Interesting to know whether similar 


block - angularity exists for other developed countries and 


mention in the footnote that according to Karl Fox (1962) 


similar structure is true for the U.S.A. as well. The search 


for block ai.-gularity is extended further by Lakdawala, iilagh 
and Sarma (1972), who make use of clustering techniques to 
derive "Empirical spatial clusturs" and "technological clusturs", 
(see, LaSdawala, .^lagh and Sarma (1972) for methodological p 
details). For "Empirical spatial clusturs" those industries 


e clustured into such sets of industries, which have 


developed simultaneously in the past, and for "Technological 


clusturs" Indian industries are put into self-sufficient 
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"blocks" of industries in terms of block interdependence on 
the basis of input purchases and output disposal. In the 
regional context, Alagh, Kashyap and Desai (1972) modify Maker jee' s 
method (1970) and use sectoral linkages as a criterion for 
aggregation and decomposition of sectors of Gujarat’s table of 
1964-65. Similar exercise for Rajasthan’s Industrial Economy 
has been done by Bohra and Mehta (1971) . 

2.0 Objective of the present study 

The earlier empirical studies show that, whereas Leontlef’s , 
(1963), Simpson and Tsukui’s (1965) and Chenery and Watanbe’s 
(1958), reveal that there is a remarkable similarity in the 
input-output relations among countries, especially developed 
ones irrespective of their resource structures and dissimilarity 
between developed and developing ones. This leads Leontief to 
contend that there is only one recipe for modern technology and 
an underdeveloped economy can be defined as underdeveloped to 
the extent that it lacks this recipe. Helmstadter's (1969) 
study shows that there is negative correlation between the de- 
gree of aggregation and the degree of linearity and yan and 
Ames’s (1965) study shows the temporal shifting and intensifi- 
cation of the 'degree of interrelatedness, leading Yan (1968) 
to concur with Leontief’s view that inmt- out put coefficients 
are determined by technical conditions rather than resource 
s true ture and the variations in the productive structure ofan 
underdeveloped country from that of devoloped country shows 
the former ’ s failures to adopt modern technology. Besido s , the 
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review also shows the absence of any regional study in India 
comparing regional variations in structure of development 
in input -out put framework. Thus, in the present study, we 
have tried to triangularlse few of the available regional Input- 
output tables in India and classify the original tables in 
accordance with Chenery and Watanbe*s classification scheme 
with a view to verifying whether the triangularised tables and 
the different categories in which sneciflc sectors of different 
regions are put conform to their existing levels of development. 



Initially, we tried to triangularlse a number of input- 
output tables in their original form with a view to maximising 
the number of entries and their values on the left hand side 
of the respective diagonals. However, our exercise conformed 
to the findings of the earlier studies that original tables in 
full can not be triangularised satisfactorily. ¥e, therefore, 
first Identified those sectors which have such large values 
that they together provide 90*^ or more of the total inputs for 
a particular sector and also these sectors which together use 
90^ or more of the output of a particular sector for inter in- 
dustry consumption. TJe have considered all those sectors which 
are important on both these counts or on any one of the two counts. 
This exercise has been done for each of the concerned tables,. 

¥e then triangularlse these tables with the objective of maxi- 
mising entries and values on the left hand side of the diagonal. 
Following the cue from Simpson and Ts’akui' s study, we encircle 
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each of those entries whose values are greater than 1/n 
with a view to neglecting them while analysing the salient 
features of thse tr i angular ised matrices. For classifying 
sectors in accordance with Chenery and Watanhe ’a approach, 
we first find out for each sector, the ratio of purchased 
inputs to total output, i.e. 


n. Xi. 
3 i J 




....... ( 1 ) 


and the ratio of intermediate consumption to trial output, 

i.e. 


Wi Xi. 


.......( 2 ) 


^i 


and then adopt this Uj Wj. classification scheme to categarise 
any sector as manufacturing, for which u^ 45 and primary 
for which uj 45 on the basis of input use and as intermediate 

for which wi 45 and find for which wi 45, on the basis of 

inter-industries consumption. Thus, we have two fold classi- 
fication, according to which any sector with uj 45 and wi 45 
is turned as Manufacturing intermediate, uj 45 and wi 45 
as manufacturing final, u^ 45 and wi 45 as Primary inter- 
mediates and uj 45 and wi 45 as Primary final. 


4.0 Data Base for t he present study 

With the table for West Bengal for 1958, there are al- 
together nineteen regional tables, which are constructed for 


different regions In India (for a Survey of these tables, 
see Prasad and Dalvi (1982), Quite a few are only for indus- 
trial sectors. Most of the remaining tables are constructed 
at the respective regional centres and have used the data 
available at these centres and also the results of the 
various surveys conducted there for constructing these tables. 
Since all the tables are not available, we have been able to 
use the following tables. Assam (1969), Bihar (1969-70), 

Gujarat (1964-65) comprising (i) 24 sectors (ii) 15 sectors, 
1969-70 - comprising 15 sectors). Haryana (1969-70), 

Maharashtra (1963), Punjab (1969-70), Rajasthan (1970-71), 

TJ.P, (1970-71) and West Bengal (1958). Gujarat's table for 
1964-65 has been considered not only in its original 24 sectors 
form, but also aggregated into 15 sectors to make it comparable 
with the 1969-70 table. The idea is to verify Hamstedler' s 
contention that the degree of linearity is affected by aggrega- 
tion. Thus we have considered altogether 3 tables for Gujarat, 
Though the number of sectors in different tables and the date 
for which the respective tables are constructed are not uniform, 
taking the cue from Hemstadter's methodology, we have not made 
any adjustment to make them uniform. In our empirical analysis, 
we are examining whether these diversities affect the results 
in any significant way. . 

Though the regional tables for 1965 constructed uniformly 
at both producer's and mix prices In accordance with the same 
classification sscheme have both the sectoral and valuational 
uniformities, but being constructed at one centre and being 
based on all-India norms in the -case of non-availability of 
published data, these tables have not been able to capture the 
technologlGal characteristics : of different regions . As the 
object of this study is to examine the technological chara- 
cteristics of the production structure of different regions 


s 




■^1 




in India, the GIPE regional tables have not been used for 
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5 , EmpiriGal Results and. Analysis 

Triangular is ed matrices at 90% level are presented in 

Appendix Tables 1.1 to 1,11. The characteristics of these 

* 

tables have been summarised in Table 1, This tables gives 

the name of the region, year for which the table is constructed, 

no, of entries on the right hand side of the diagonal with 

1 


values of the coefficients greater than mt. T'- T 
percentage of such entries to total no. of entries in the 
table, percentage of values of such entries to total value of 
all the entries in the table, sector number of those sectors 
largely in the top rows of the table for which there are only 
0 or 1 entry and sector number of these sectors in the bottom 
rows of the table which re having largest number of entries. 
Percentage of entries on the right hand side of the diagonal 
to total number of entries and percentage of values of such 
flows to total flows in the table being subtracted from 100 
will give the degree of linearity both in terras of numbers and 
values respectively. The table reveals that the percentage of 
entries on the right hand side of the respective diagonals to 
the total no, of entries is less than 5 in the case of Assam, 
the 1969 table Gujarat and Punjab, The tables for Gujarat for 
1964-65 both with 24 and 15 sectors respectively do not have 
any . entry on the right hand side of the diagonal. It shows 
that aggregation has not affected the degree of linearity in 
this case. Whereas similar percentages for Haryana, Rajasthan, 
U.P, and West Bengal are less than 10, it is as high as 13,43 
in the case of Maharashtra and 14.67 in the case of Bihar. 

In the case of Bihar, inputs from large nuiT±>er of sectors for 
Railway transport, other transport and trade margins account 
for a large number of entries on the right hand side of the 
diagonal. As input coefficients for these sectors are largely 
borrowed from All-India tables (see Prasad and Dalvi (l982) 

for the latter tables are them- 



selves not very satisfactory, the high percentage of entries 
on the right hand side of the diagonals reflect the short- 
ccmings of the data rather than technological variations in 
their structure of development. But for the data problem 
with the sole exception of Maharashtra/ all the tables are 
highly triangularised, showing quite high degrees of linearity, 
which are 100% for Gujarat's 1964 tables, more than 95% for 
Assam, Gujarat-1969 and Punjab, more than 90% for Haryana, 
Rajasthan, U.P, and West Bengal and more than 85% for Maha- 
rashtra and Bihar. If we look a t~the -column showing name of 
the sectors whose no. of entry is 0 or 1, these sectors include 
not only consumption goods like Sugar and Gur, Tea, Cotton 
textiles. Jute Textiles, Grain and Oil milling. Milk food. 

Dairy Products, Furniture and Fixtures, and Cigar and Cigarettes. 
(Construction belong to this category, because of the data 
problem (see, Prasad, Dalvi, (1982), but also Rail road equip- 
ments, non-ferrous metals, bolts and nuts, crude oil. Iron and 
Steel for Assam, Rail road equipments , Motor Cycles and 
Bicycles, Surgical and Scientific Equipments for Haryana, Rail 
road equipments, and machinery except electrical for Punjab, 

Rail road equipment and motor cycles for Rajasthan, Iron ore 
and Transport equipment for Bihar. As some of these industries 
are heavy industries and then resource based commodities like 
Crude Oil in Assam and Iron Ore in Bihar, the fact that all 
these are combined with consumption goods industries, it shows 
that there is not much technological variations in the structure 
of development of all these states. This factors largely 
collaborated if we look at the colximn showing the name of the 
sectors with largest nirmber of entries, which shows that 
but for electricity, which is being used in many industries 
in all the states, only in a few cases highly chemicals 
processed inputs are being used in large number of industries 
and chemiGals in the case of Gujarat 1964 (24 sectors) includ- 
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Assam and West Bengal, Petroleum products In the case of 


Assam, Gujarat, Maharashtra, Basic metal industries in the 
case of Haryana and metal products in the case of Haryana and 
Maharashtra are being used in many different industries. 

Though it singles out agricultural advancement of Punjab, it 
does not provide a sort of out off point for other states. 

If we look at Table 2, giving classification of different 
sectors in terms of Chenery-Watanbe approach, for Gujarat-1969, 
there is no sector which qualifies as manufacturing intermediate 
having more than 45 both for use of inputs from other sectors 
(i.e, Uj) and being used as inputs for other sectors (i,e, 
and for Haryana, it is only chemical and Petroleum products for 
Maharashtra, it includes Paper, Fertilizers, Chemicals, Petro- 
leum Products, Cement, Non-metallic mineral products, Basic 
Iron and Steel, Iron and Steel and Non-ferrous metral, for 
Rajasthan, Non-metallic mineral products, Basic metal industries. 
Metal products. Machinery and Rail road equipments, for U.P,, 

Iron and Steel, Non-ferroias metral, Phosphatic fertilisers. 
Insecticides and Pesticides, Miscellaneous chemicals and for 
West Bengal, Chemical i^roducts. Non-ferrous metal products, and 
Iron and Steel Products, There are quite a few consumption 
goods sectors falling in this category. On the other hand, if 
we look at the sectors falling in the category of primary food 
products, they include such sectors like coal in the case of 
Bihar, Drugs and Pharmaceuticals, Machinery, Electrical Equip- 
ment and Transport Equipment in the case of Gujarat, 1964-65 
(24 sectors). Equipment in the case of Gujarat (1969-70), ^ 

Metal Products, Machineries (sector No. 25, 26), Rail road and 
Transport equipments. Motor cycles and Bicycles, in the case ; ^ 
of Haryana, Iron ore. Crude Oil, Fetrolexim products and 
Machinery in the case of Maharashtra, other chemicals, metal 
products and machineries (sector hbs. 27, 28), Rail road 


m 




m 
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Transport equipments. Motor Cycles and Bicycles, Scientific 
and Surgical equipments in the case of Punjab, Fertilisers in 
the case of Rajasthan, Non-metallic mineral products. Potass ic 
fertilisers, coal and coke and petroleum products in the case 
of U.P, Agriculture, Animal husbandry and Textiles invariably 
fall in this category; But the fact that Machineries in the 
case of Gujarat, Haryana, Maharashtra and Punjab belong to the 
category of Primary finalproducts and quite a few consumption 
goods like Art Silk and Man made fibres, in the case of Gujarat 
(1964-65), Sugar confectionary, cotton ginning, pressing and 
other textiles in the case of Punjab, fall in the category of 
Manufacturing Intermediates reveal that inspite of Technological 
developments in quite a few states, the degree of variations is 
not very marked. The importance of foreign trade is also 
revealed by the use of the products of some sectors and inputs 
for some sectors being more than 100%, But this is true in the 
case of almost all the states. However, but for other chemicals. 


other non-metallic mineral products and metal products and 
non-electrical machinery for Bihar, chemical and petrolexm 
products and Basic metal industries in the case of Haryana, 
fertilisers, cement, non-metallic mineral products, Basic Iron 
and Steel, Irion and Steel, Non-ferrous metal products, Basic 
chemicals and fertilisers and Basic Metal Products in the case 




of Punjab, Industrial chemicals, non-metallic and metallic 
industries and machinery in the case of Rajasthan, Iron and 
Steel, Cement, Phosphatic fertilisers. Insecticides and 
pesticides and miscellaneous chemicals in the case of U.P,, 
there are many others which are in the category of consumption 
goods. Only fertilisers and Basic Iron and Steel in Maharashtra, 
use more inputs than their respective outputs . This is some- 
thing, which requires further probing. However, the fact that 
it is not only manufacturing sectors but also consxmption goods 

d Cork, and structural clay 
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products in the case of Bihar, Wood and Cork in the case of 
Gujarat (1964 (24 sectors). Cotton in the case of Haryana, 

Paper products and Plastic and Riibbers in the case of Rajasthan, 
Cotton, Tobacco and Rubber products in the case, of U.P, figure 
in as being used as inputs in higher proportion than their 
total outputs obscure any clear cut demarcations of regional 
variations in the structure of development of different regions 
in India, 

is ■ ' 

Thus to conclude as none of the regions^in the category 
of advanced industrial region they fall in the same category as 
far as their levels of development are concerned. Thus to ■ 
conclude, as none of the regions is in the category of advanced 
industrial state, all of them fall in the mixed group. This 
confirms Leontief *s and other studies that advanced states and 
less developed states have distinct structure of development. 
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Classification of Manufacturing Sectors® Input“Output 
Ratio for Uttar Pradesh 1970 - 7 '! 

(For 100 rupees of Output) 


Name of the Inter- 
mediate V 45 


Najne of the Final iC 45 


• Name of the Manu- (6) Iron & Steel ( 1) Constructioii 

facturing U^.^ 45 Non-ferrous metal ( 2) Ele, Equipment 


Name of the 

Primary U /.45 
J 


(12) Woollen products ( . 4 ) Non-Ele. equip® 

(is) Misc. food pre- ( 5) Metal I^roducts 

parations (10) leather & Leather Pdtcs,v 

(45) Phophatlo fertiXi- ( Prcduots 

sers - . .. 

(47) Rubber products preservation 

(50) Paints & varnishes Products 

(52) Insecticides & (l 7 ) Tea & Coffee processing 

pesticides ^ 19 ) Sugar 

(53) Lrugs & Pharmaceu— (20) Our & Khandsari 


(47) E-ubber products 


ticals 


(55) Misc. Chemicals 
(62) Services 
( 64 ) Others u 


(21) "Vanaspati 

(22) Oils 

( 4 1) Woollen Textiles 

(42) Silk industry 

(54) S caps & G-lycerine 


( 3) Transport equipment (l 1 V Glass & Class products 
, > (13) Non-metallic products 

( Cement (23) Leverage industries 

( 9) Mining ( 24 ) Cigar & Cigarettes 

, . . (25) Other Tobacco manu. 

(28) By products of Agra^ 26Y Cereals 

(29) Oil seeds ^ 27 ) Pulses 

, . (32) Potato 

(30) Sugarcane Fibre? 

(31) Cotton (36) Fruits, Veg. & Spices 

. (37) Animal husbandry 

( 3 &) Tobacco (4oj Cotton Textiles 

(35) Other agri,products( 43 ) Other textiles 

. ( 46 ) Potassic fertilisers 

(38) Fisheries ( 49 ) Printing & Publ® 

Foi’^estry ( 5 ^) Synthetic Ruhber 


( 44 ) Nitrogenous ferti-^^Qj Motor and other transport 
lizers (g;) iVade & Commerce 

( 48 ) Paper & Eaper products^ 

(^6) Power 

(58) ’^ater Supp2.y , ; . 

(59) Railway transport * 


Classification of Manufacturing Sectors - Structure of Punjab 
Economy ; Inter Industry flows 1969 ~ 7-0, 


JJame of the 
Tianuf acturing 
U. > 45 


Name of the Intermediate 
W. > 45 ^ 


13, Sugar & Confectionary 

17, Cotton ginning pressing 
and other textiles. 


Name of the Final W. 4 L 45 
. — — — - — - — ^ 1 — 


11, Dairy Products 

12. Grain Mill Products 

0 • . 

14, Edible Oil & ther food 

food Products- 

18, Saw mills & vrooden container 

19. Furniture & Fixtures. 



of the 
■rimary 


7, Oil seeds 

9, Other Agri, & Forestry 
products 

2t.Rubber & Leather prodts, 
24, Glass Sc Mineral 
■ 25. Basic Metal Industries 
36. Electricity 


1, Wheat 

2, Rice 

3, Maize 

4, Cotton 

5, Sugarcane 

6, Grain & Pulses 

8, Bajra ; 

10, Animal Hu sb andry 

15, Bre^?eries & Beverages 

16, Textiles 

20 .Printing and Publishing 
2 3, Other Chemicals 

26, Metal Products 

27, Machinery except electrical 

28 , Electrical machinery 

29, Rail Road equipment 

30, Transport equipment' 

31, Rep air of Transport Equipment 

32, Motor cycles & Bicycles 

33, Scientific & Surgical Instr, 

34. Miscellaneous Industries 

35, Construction, 



Classification of Manufacturing Sectors. Structure 
of Haryana Economy; Inter-Industry Plows and Pattern 
of Final Demand 1969 - 70 . 


Name of the 
Manuf ac tuning 
Oj > « 


Name of the 
primary 
0j< 45 


Name of the Intermed- Name of the Final 

late > 45 ^45 


(21) Chemical Petrolexm 
products . 


(5) Cotton 

( 6 ) Gram & Pulses 

(7) Oil seeds 

( 8 ) Other Agri. &. 
f ores try 

(I8) Paper & Paper 
products 

(22) Glass & Mineral 
products 

( 23 ) Basic Metal Indus- 
tries 

(32) Electricity and 
water supply. 


(10) Animal Husbandry 

(11) Dairy Products 

(12) Grain Mill Products 

(13) Sugar & Confectionary 

( 14 ) Edible Oil & Other 
foods. 

(I6) Cotton #inning/ press- 
ing, other textiles. 

^ 1 7 ) Furniture & Fixtures 

( 30 ) Surgical & Scientific 
Instruments. 

(1) Wheat 

(2) Rice 

(3) Bajra 

(4) Sugarcane 
( 9 ) Construction 

(15) Textiles ' 

(19) Printing & Publishing 

^ 20 ) Rubber & Leather ^rds. 

( 24 ) Metal Produc ts . 

(25) Machinery except 
electrical 

^ 26 ) Elecrrical raachinerY 

(27) Rail, Road Equipments 

( 28 ) Transport Equipments 
^ 29 ) Motor Cycles/Bicycles 
(31) Miscellaneous Industries. 



Name of the Pinal w. ^1,45 


Name of the Intermediate 


Classification of Manufacturing Sectors. Inter - Sectoral 
Transactions in tie Maharashtra Economy 196 3 at Purchase Prices 


Name of the Manufact- 
-uring ^ 


i**i^ame of the Primary 
^ 45 


> 


Name of the Inter- 
media te > 45 


12. 

Paper 

7 

16. 

Fertilizers 

9 

17. 

Chemicals 

10 

19. 

Cement 

14 

20. 

Non-metal lie 
mineral Products 

24 

21. 

Basic ^ron & 



steel 


23. 

Non-ferrous metal ' 



28 



30 



1. 

2. 

Coal Etc, 

3. 

29. 

Electricity 

4. 

31. 

Railway Transport 

6, 

32, 

Road Transport. 

8. 


11 . 

13. 

15. 

18. 


Name of the final C. 45 
Pood Industries 
Tobacco Manufacturers 
•Apparal 
Wood Products 

P 

Leather roducts 

p 

Metal roducts 
Non-electrical Machinery 

Transport Equipment 

Miscellaneous Manufacturing 

Constiruction 

Agriculture 

Iron re etc. 

^ , 

Crude oil ■ 

Beverages 

Textiles 

Furniture & Fixtures 
Printing 
Rubber Products 
Petroleum Products 
Electrical Machinery 
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Classification of .Manufacturing Sectors, Input-Output 
Coefficient Matrix for Rajasthan . 


Naine of the 
Manuf ac turing 
U. y 45 


Name of the Intermed- 
iate 45 


(9) Animal Husbandry 
Il6) Sugar & Gur' 

(22) Misc. Text, Prod, 
(27) Plastic Sc Rubber 

(33) Non-metal lie Min. 
Prod, 

(34) Basic metal Indu. 

( 35 ) Metal products 

(36) Machinery 

(38) Rail Road equip. 
(46) Water 


Name of the 
Primary 4 45 


(S) Other agri . crops 

( 10 ) Forest 

(11) Wine etc. 

( 23 ) Wood products 

( 24 ) Paper products 
( 29 ) Industrial chem. 

( 39 ) Transport equip, 

( 40 ) Motor cycle etc. 
( 42 ) Jewellary etc. 

( 45 ) Electric Generation 
(48) Road transport. 


( 11 ) 

(13) 

(15) 

(17) 

(19) 

( 20 ) 
( 21 ) 
(26) 

(30) 
(37) 
(41) 

(43) 

( 44 ) 

( 1 ) 
( 2 ) 
( 3) 
(4) 
( 5) 
( 6 ) 
( 7) 
( 12 ) 

(18) 
(25) 
(28) 

(31) 

(32) 

(47) 

(49) 


Name of the Final 
Z. 45 

Metal, Minerals 
Grain Mill Prodxnts 
Tobacco manu. 

Edible Oil 
Food products 
Cotton textiles 
Other textiles 
Leather products 
Misc. Chemicals 
Electric machinery 
Scientific instriment 
Misc . Indus . Nec , 
Construction. 


Bajra 

Pulses 

Wheat 

Gram 

Other foodgrai ns 
Cotton 
Oil seeds 
Non-metallic Min. 
Salt. 

Printing & Pub. 
Fertilizer 
Glass 
Cement • 

Railway Transport 
Services . 


Classification of Manufacturing Sectors Inter-Sectoral 
Transactions in Producers Prices for Bihar 1969-70 

(Value in Rs. *000) 


Name of the Intermediate 


Name of the Pinal 




wi 

> 45 


wi ^ 45 

Name 

of the 

<9) 

Misc, Food Products 

(7) 

Grain Mill Products 

Manufacturing 

(10) 




“j> 

45 

Textiles 

(8) 

Sugar 


(12) 

Wood and cork 

(11) 

Tanning & Footwear 



(14) 

Paper and Paper pro- 

(13) 

Furniture & Fixtures 




ducts 

(21) 

Glass & Glass Produ- 



(16) 

Basic Chemicals 


cts 



(17) 

Other Chemicals 

(22) 

Pottery 



(18) 

Petroleum Ref. 

(23) 

Cement 



(19) 

M. Pf. of Ptr. Sc coal 

(24) 

Mica 



(20) 

Str. clay prods ; 

(26) 

Iron Sc Steel 



(25) 

Other Non-metalic 

(3l) 

Transport Equipment 



(27) 

Mineral Products 

(33) 

SS Manufacturing 



M.Fer. Bas. Metals 




(35) Cons tJTUct ion 



(28) 

(29) 

(30) 

Metal Products 

NE Machinery 

Electric Machinery 

(37) 

Other Transport 

It 

Name •f the 
Primary > 45 

(3) 

Pores try 

(1) 

Agriculture 

(5) 

Iron Ore 

(2) 

Animal Hus, & Fishing 


(6) 

Other Mining 

(4) 

ODal 


(32) 

Other Manufacturing 

(15) 

Printing & Publishing 


(34) 

Electricity 

(36) 

(33) 

Railway Transport 

Trade Margin, 


Classification of manufacturing sectors 


Stinicture of Gu.iarat Economy : Inter Industry 
Flows, 1964-65. 


Name of the Name of the Pinal 

Intermediate wi-^^*^ 


Same of the Manufact- (10) Art Silk & Man- ( 4 ) Milk & Malted food 
uring Ujj >45 made fibres. 

(22) Wood &. Cork 


Name of the primary 


(5) Saur Mills & Starch 
(7) Cil Industry 
(9) Textiles 


( 2 ) Mining 

/ 

( 1 1 ) Chemicals 

(12) Dye-Stuffs 

(1 4 ) Cement & Cement 
products 

(15) Non-metalic 
minerals 

(16) Paper & paper 
products 

(17) Basic metals 
& products 

( 24 )Electrical 
Light & power 


(1) Agriculture & allied 
activities 

(3) Construction 

( 6 ) Other food & Agro- 
based 

( 8 ) Salt 

(13) DrugsiS: Pharmaceuticals 

(18) Machinery 

(19) Electrical Equipment 
{20) Transport Equipment 
(21) Leather & Rubber 
(23) Mi sc, Manufacturing 


Classification of Manufacturing Sectors. Inter- 
Industrial Plows of the Registered, Unregistered 
industrial and non-industrial sectors - 1969-70 
Producers ‘ Price ( Gujarat Economy ) 



Name 

of the Inter- 


Name of the Pinal 


mediate > 45 


45 

Name of the 
facturing 

Uj > 45 

Manu- 


(2) 

Milk food Sc malted 
food 



(3) 

Grain St Oil milling 




(4) 

Other food & agro- 
based. 




(6) 

Textiles 

Name of the 
Uj ^45 

Primary (7) 

Chemicals 

(1) 

Agri. & Allied 

(8) 

Non-metal lie 
mineral product^ 

(5) 

^10) 

Salt 



(9) 

Equipment 


Basic metral & 
metal products 

(12) 

Mi s c . Produc ts 



(ll) 

Wood, Paper, Leather 




and Rubber 

(13) 

Mining 


(15) 

Electricity & 
Power. 

(14) 

Construction, 


INTER- RSG::ONiiL DISPARITIES IN LEVELS OF DEVELOPMENT 

INDIAN EXPERIENCE) 

R T' TeuDoXX 

The pr3l'>liim cf r igionel disparities in levels of develop- 
ment is not of the re :ent origin. Even during the first 
quarcer of l')th centu y there were many countries like United 
States, Canada Ui ite Kingdom, France, Netherlands and Sweden, 
whic.i experienced its severity to a considerable extent.^ 

Today, the pcobleri cf regional disparities has become most 
crucial in almost all the countries of the world - whether 
developed or djvel.ooirg - although the degree of its proneness 
is more acuta and explosive in the latter. In developed 
countries, regional d ■.sparities generally showed divergence 
in the early phases c ' their development but during fifties 
the record was soir.iwh t mixed; some of these countries had 
almost a stable coeff ‘.cient of variation while others had 
the tendency towards convergence. However, due to a drastic 
charge in si-uition c iring sixties, the tendency towards con- 
vert ence oi leTOlarisotion prevailed in almost ell the developed 

cour tries j imply '^eceuse back ward regions got an opportunity to 

3 ■ 

consolidate thsir position. On the other hand, most of the 
developing c^uitri* 3, during the period of their planned 
development, eKperieroed * enclave type' development because 
of tnc larctr eon^ent -ation of modem sector ac'.uvities in 
urba.n centres lainly -letropolises, degenerating growth impulses 
o 1 heir pr x Ipoeries.* 
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Like other developing countries# India also suffers 
fron, the acute and more explosive problem of rec ional dis- 
parities. Oir succes ;ive Five Year Plans have construed the 
complexity of this problem in various pronounoeo ents made 
in the plan docwmf’nts , Bit the efforts made through the 
first three plans wer prir.arily oriented towarcis aqhieving 
the objective of high r grtjwth rates. The scarcity of 
resources and eff icie icy of investment often made it impe- 
rative for the lecisim makers to concentrate developmental 
efforts at those partj of the economy and those regions of the 
country where rates c.' return were expected to be comparatively 
high. This tyne of i iplementatlon of planned development 
programmes resulted ii widening of regional disparities in 
levels of cevelopnent and strengthening of the dualistic 
structure of economy.’ Moreover, judging from the measures 
adopted and the rasulos achieved there appears io have been 
only some vague quest for balance or ecjuity till the end of 
the Third ilan. However, wit i the commencement of the Fourth 

Plan, plann. ng for regional development, especially for back- 

7 

ward areas, started receiving special attention. Besides 
higher allocations oi central assistance to backward regions, 
numerous prtgrammas based on 'Area Development' and 'Target 
Group' appj'caches wei e launched arcund seventy ^ 'ith a view 
to achicvir,g‘ tne objc ::tive cf reducing regional disparities. 

In th-; alT've cortexii, we also find that during the pre- 
vious two a.cct des cjaiae a large number of studi< s have been 
accmplishcc* by the < cademicians, researchers and planners 
in uh« fie.d cf regie lal disparities/inequalitios both at the 
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global and the national levels. While carrying out inter- 
country analysis of regional disparities during the process 
of economic growth, authors have generally used per capita 

income as a single indicator of development, Hughes and 
9 

Booth have found that regional disparities beccane larger 

10 

and larger or diverge with economic growth, whereas Hanna 
has empirically shown that disparities converge in the process 
of economic growth. However, most widely prevalent view, 

according to the con cent rat ion- cycle hypothesis propounded 

11 12 13 

by Hirschman, Myrdal and Alonso and empirically vali- 
dated by Williamson^^ and Koropeckyj , is that as an economy 
prow's, regional disparities diverge at first only to converge 
later. Of these studies, Williamson's contribution is said 
to be an excellent piece of empirical work. Both cross- 
sectional and time series approaches are used, and both methods 
confirm the tendencies of regional inequalities first to incre- 
ase and later to decrease with the process of national develop- 
ment, The use of per capita income as a single indicator of 
development has, however, narrowed down the scope of analysis 
to a considerable extent. This is mainly because development 
is a web of several socio-economic activities, which cannot be 

comprehended by observing only one indicator, i.e,, per capita 
IG 

incone. 

As indicated above in India too, since the dawn of seven- 
ties there has been continuous improvements both in quality as 
well as i^aantlty in regional studies in academic institutions, 
research organisations and state planning departments. The 
focus has, however, varied significantly from study to study 
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ranging from inequalities at the state level to those of the 

district and the block levels. In most of the studies/ states 

have been taken as the unit of regional analysis. Some 

studies have also been carried out considering districts as 

the unit of regional analysis. Although these studies have 

made use of more than one indicator, they appear to be mainly 

concerned with measuring the levels of development and that too 

19 

at a particular point of time. Some of these studies have, 
however, used the cross-section data of the selected indicators 
fcr morc'-than one point of time also. But none of th^ 

analyses the impact of the present development strategies/ 
policies on reducing regional disparities in levels of develop- 
ment. Thus, it appears that so far only a small amount of 
research effort has been devoted to comparative analysis of 
regional disparities as related to the process of development. 

Objectives 

The present paper, therefore, attanpts to assess the 
inten-state disparities in levels of development in India at 
three points of time (i.e., 1960-61, 1968-69 and 1978-79) and 
analyse the impact of the existing development strategies/ 
policies on reducing regional disparities during seventies 
as ccxnpared to sixties. We have also attempted to shed light 
on the measures, which could be enforced in future for a 
progressive reduction in regional disparities, besides testing 
the following hypotheses s 
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in magnitude than those of the developed states; 

2. Is it true that larger the geographical size# 3 arger would 
be the magnitude of regional disparities and vice-versa; 

3. Whether regional disparities tend to diverge in the early 


stages of development and show a tendency towards convergence 
in the mature stages. Will these disparities trace out a 
curve of an inverted 'U' shape over the long term developnent 
path; and 

4. Whether changes in development strategies/policies have 
really helped in reducing inter- regional and intra- regional 
disparities in India during seventies as compared to sixties. 

Methodology 

In order to make the results ccmnparable at the selected 
points of time, only 15 states of the country could be consi- 
dered for the purposes of present analysis mainly because of 
non-availability of data for rest of the states/union terri- 
tories, The data compiled from secondary sources mainly consist 
of various issues of Statistical Abstract and Census, Government 
of India and relevant publications of planning Department, Govern- 
ment of Uttar Pradesh. 

Development is a multi-dimensional phenomenon. Economists, 
geographers, sociologists and regional scientists define it in 
different ways with varying stress on its aspects. In the 
present case, development is, however, defined in tenns of 
composite index based on 19 indicators, each one having values 
varying from state to state all : over India. The main sectors 
from where these indicators have been drawn ceneem with agri- 
culture, industry, : irrigation, power, roads, education and 
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health. All these indicators, which, by and large, exhibit 
the performance of various on-going socio-economic activities 
of the Indian economy, are given in table - 2. 


The methods, commonly in vogue for measuring the level of 
develojxnent through construction of composite indices by pooling 
the selected indicators, are those of index, rank and principal 


component analysis, 


Of these, the index method has been 


used here for working out the composite index of development. 


The coefficient of variation is taken to be an index of 

regional disparities in the present context. The disparities 

can be measured both in absolute and relative terms. But in 

the present case, these disparities have been measured in terms 

of relatives, not absolutes : the value of each of the selected 

indicators of developnent for different states is taken as a 

percentage of the average value of the corresponding indicator 

at the national level. A disparity measure of this sort 

implies a comparison of state level growth rates and is much 

more informative for our purposes than the absolute measure 

of disparity. Moreover, this also helps us in better suiranari— 

sing the degree of disparity by indicating that most of the 

states have values of a particular indicator less than the 

22 ' 

national average. 


Regional disparities in levels of developnent have been 
measured, using the following formula of unweighted coeffi- 
cient of variation (V^^) s 
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N = Number of States 

X. 3= Value of Indicator of the state 

1 

X = Average value of indicator for the nation. 

Theoretically, higher value of V would indicate higher 

uw 
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magnitude of regional disparities and vice versa. 

State-wise Composite Index of Development 

Following the criterion of ranking, all the 15 states 
considered here have been divided into two categories - 
’developed* and 'developing*. The former consists of Punjab, 
Kerala, Tamil Nadu, Maharashtra, Gujarat, Haryana, Karnataka 
and West Bengal, which, according to the composite index of 
developnent, are found to be above the national average during 
each of the years, 1960-61, 1968-69 and 1978-79. Whereas, the 
latter includes the states of Himachal Pradesh, Orissa, Madhya 
Pradesh, Rajasthan, Bihar, Uttar Pradesh and Andhra Pradesh, 
which have composite index of development below the national 
average during these years : ' 
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Table 1 I Ranking of States by Composite Index of 
Development J./ (CID) 


Si. state 

1960 

-61 

1968-69 

1978-79 

No. 

CID 

Rank 

CID 

Rank 

CID Rank 

A. Developed States 

1 , Punj ab 

122.93 

2 

141,03 

3 

156.82 

1 

2. Kerala 

122.11 

3 

17 2.92 

1 

138.90 

2 

3. Tamil Nadu 

121.48 

4 

148.05 

2 

136.45 

3 

4 . Maharashtra 

124.28 

1 

117.20 

4 

123.06 

4 

5. Gujarat 

113.25 

5 

109.95 

6 

119.05 

5 

6, Haryana 

* 


100.75 

7 

116.40 

6 

7, Karnataka 

110.33 

6 

111.54 

5 

113.68 

7 

8, West Bengal 

100.15 

7 

100.65 

8 

108.88 

8 

B. Developing States 

9. Andhra Pradesh 

88.72 

9 

95.94 

9 

98.01 

9 

10, Himachal Pradesh 

85.15 

10 

84.98 

11 

98.00 

10 

11, Uttar Pradesh 

78.46 

14 

34.41 

12 

86.63 

11 

12. Orissa 

89.81 

8 

91.63 

10 

84.21 

12 

13. Rajasthan 

81.57 

13 

74.81 

15 

81.00 

13 

14. Bihar 

81.70 

12 

82,72 

13 

77.88 

14 

15, Madhya Pradesh 

83.24 

11 

79.97 

14 

75.97 

15 

INDIA 

100.00 


100.00 


100.00 



I Based on cross-section data of selected indicators described 
in table 2. 


* In 1960-61, Haryana was not a separate state and was only a 
pairt of Punjab, therefore the progress of the former is 
included in the ccanposite index of develojmient of the latter. 

An interesting finding is that although some slight varia- 
tions in the order of ranking of states separately for either 
of the cetcoory are qijite perceptible, the inter-state upward 
or downward movements in the levels of development between the 
two categories never occured during any of the reference year. 
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Moreover, the absolute index values for some of the States have 
increased, reflecting a slight rise in their levels of overall 
development, but their relative positions have not registered any 
appreciable change. The grouping of states into ’developed* and 
‘developing’ for 1978-79 is also found to be valid during 1960-61 
and 1970-71 with some slight changes. The Spearman's coefficients 
of rank correlations for states between 1960-61 & 1970-71 and 1970- 
71 & 1978-79, which are estimated at 0.92 and 0.96 respectively, also 
confirm that during the period of previous two decades no significant 
change is effected in the ranking pattern of differenc states. Thus, 
it seems that the development during the period of planning has 
followed the initial inter- regional pattern. But some of the states 
seem to have gained benefits of previous planning ar. i have accelerated 
their development to some extent. For example, the states of Andhra 
Pradesh and Himachal Eradesh, which still fall in the category of 
developing states, have made progress to the extent that they have 
become closer to the national average. A pertinent question now 
arises as to what extent the differences in lecels of development 
between the developed and developing states can be explained by 
analysing the disaggregated form of the composite index in terms of 
the selected indicators. In our frame of indicators, we find that 
per capita state domestic product, percentage of urban population to 
total population, percentage of villages electrified to total number 
of villages and literacy percentage are directly assccjiated with 
levels of development. 

The values of all the above mentioned four indicators associated 
with levels of develofment in majority of the developed states are 
above the national average and are also significantly greater than the 
values of the corresponding indicators in developing states. The per 
capita state domestic product in developed states during 1978-79 ranged 
from the lowest (Rs.1116) in Tamil Nadu to the highest (Rs. 2030) in 
Punjab, whereas the corresponding values in developir^g states 
were Rs.773 in Bihar and Rs.1295 in Himachal I-radesh against 
the national average of RS..1267, In case of urbani-s ition, all 
the devclopca states excepting Kerala and Haryana are above 
the national average (23.73%), whereas the corresponding per- 
centages for all the developing states are found to be 
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lower than the national average, ranging from 7.7 2 per cent 
in Himachal Pradesh to 23.25 per cent in Andhra Pradesh.- So 
far as irural electrification is concerned, all the developed 
states except West Bengal (33.78%) are above the national 
average (43,44%) in terms of percentage of villages electrified 
to total number of villages, whereas the corresponding percentages 
in case of developing states are found to be lower than the 
national average with exceptions of two states, Andhra Pradesh 
(60.49) and Himachal Pradesh (52,72). Lastly, the literacy 
percentages according to 1981 Census in developed states lie 
between 35.84 in Haryana and 69.17 in Kerala against the national 
average of 36.17. But the corresponding percentages in case of 
developing states are found to be much lower in comparison to 
developed states as well as the national average. 

On the other hand, the indicators, which have been identified 
as causal factors, consist of consumption of fertiliser per ha. 

in agriculture, per capita consumption of electricity, length 

! 

of roads per 00 sq. Tern, of area, credit- deposit ratio, per 
capita market borrowing and per capita plan outlay. Within the 
developed states, consumption of fertilizer per ha. in agricul- 
ture is found to be the lowest (21.23 kg.) in Maharashtra and 
the highest (106.80 kg.) in Punjab, however all these states 
excepting Maharashtra do have these figures alovc the national 
average (30. 50 kg.). The corresponding figures in developing 
states arc found to be 8.50 kg. in Orissa and 43.30 kg. in 
Uttar Pradesh, but all the developing states excepting Andhra 
Pradesh and Uttar Pradesh are making use of fertilizer much 
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below the national average. Similarly/ per capita consumption 
of electricity is much higher (between 99.11 kwh and 314.06 kwh) 
in developed states as compared to (between 56.51 kvrh and 109.71 
kwh) developing states against the national average of 130.48 kwh. 

Moreover/ almost all the developed states except Gujarat 
have length of roads per 00 sq. km. of area above the national 
average of 46.79 kms, but the corresponding figures in case of 
all the developing states except Uttar Pradesh and Orissa are 
far below the national average. The credit- deposit ratios 
in developed states are generally higher than those of the 
developing states. These ratios in case of the former lie 
between 54.60 (Gujarat) and 84.90 (Tamil Nadu), whereas the 
corresponding ratios in developing states are found to be 29.00 
(Himachal Pradesh) and 73.20 (Andhra Pradesh) against the 
national level ratio of 68.30. ThuS/ it seems that none of 
the states - whether developed or developing - are making 
fuller utilisation of their deposits for further investment 
by transforming them into credit. Similarly, per capita 
market borrowing in all the developed states is much higher 
than those of the developing states. Within the developed 
states, per capita borrowing ranges from Rs.63 in Maharashtra 
to Rs.108 in Haryana, whereas the corresponding borrowings in 
developing states are found to be Rs.34 in Bihar and Rs. 75 in 
Rajasthan respectively as against the national average of Rs.55. 
This is indicative of the fact that developed suates possess 
higher capabilities of resource utilisation than the developing 


states . 
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Finally, in spite of laying much emphasis on making pro- 
portionately higher allocations of financial resources to 
developing states, wc! observe that majority of the developed 
states were provided with larger share in terms of per capita 
plan outlay during the period 1951-79. Within the developed 
states, allocations of per capita plan outlay during 1951-79 
ranged from Rs.586 in West Bengal to Rs,1671 in Haryana, 
whereas the corresponding outlays in developing states varied 
from Rs.479 in Bihar to Rs.696 in Orissa as against the 
national average of Rs.734. 


The foregoing analiEsis of explanatory variables provides 
us at least some indications to conclude that higher values 
of the selected indicators in developed states have proved to 
be effective in stimulating the process of development, whereas 
lower order of these values in developing states have resulted 
in a slower pace of development. 

>nal Disparities in Levels of Development 

In the initial stages of national development, our measure: 
of regional disparities, computed with the help of the 

ccxnposite indices of development (based on 19 indicators) was 
as low as 16.70 in 1960-61. But during the transitional 
phase of national development (1960-61 to 1968-69) , these 
disparities showed divergence or spatial polarisation and 
appreciably increased to the level of 24.10 during 1968-69. 

This conforms with the findings of an empirical study high- 
lighting that in India the magnitude of inter-state disparities 

in levels of per capita net domestic product, which was 19.59 in 

24 

1960-61, considerably increased to 26.85 during 1969-70. 
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contrary to this, during seventies, we find that these dis- 
parities in India reduced to some extent as would be evident 
from the following table s 

Table 2 : Coefficient of Variation in Levels of Develop- 
ment of Different States in Respect of Select- 
ed Indicators 

(Percentage) 


SI. 

No. 


Indicators 


Coefficient of variation during 


1960-6 1 


1968-69 1978-79 


1. Per capita state domestic pro- 


duct at current prices 

19.63 

22.80 

27.58 

2. Share of secondary sector in 
state domestic product 

27.50 

29. 29 

25.79 

3. Share of tertiary sector in 
state domestic product 

15.35 

16.48 

17.24 

4. Proportion of urban population 
to the total population 

39.76 

37.13 

33.25 

5. Proportion of workers to total 
population 

15.68 

11.85 

17.41 

6. Cropping intensity 

11.56 

12.84 

13.26 

7, Proportion of commercial crops 
to gross cropped area 

51.78 

54.62 

59.59 

8. Irrigation coverage 

60.54 

62.71 

65.21 

9. Irrigation intensity 

15.32 

14.06 

14.04 

10. Consumption of fertilizer per ha. 
in agriculture 

67.42 

70.45 

71.94 

11. Value added by manufacture per 
industrial worker 

39.45 

20 . 30 

19.59 

12. Credit- deposit ratio 

- 

49.16 

24.39 

13. Per capita consumption of electri- 
city 

61.29 

49.19 

48.08 

14. Proportion of villages electrifi- 
ed to total villages 

57.75 

88.71 

4 3.54 

15, Length of roads per 00 sq. km. 
of area 

54.03 

106 . 84 

75.18 

16. Junior basic schools per lakh of 
population 

25.19 

27.78 

35.03 

17, Literacy percentage 

31.99 

31.83 

28.06 

18, Number of allopathic hospitals/ 
dispensaries per lakh of populat- 
ion 

45.76 

42.43 

43.60 

19, Number of hospital beds per lakh 
of population 

41.29 

36.87 

42.73 

Aggregate (based on composite index 
of 19 selected indicators 

16.70 

24.10 

21.33 

Based on cross-section data of 19 srlccted 

indicators. 
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As shown above/ the coefficients of variation in levels 
of development of different states in respects of per capita 
state domestic product at current prices, irrigation coverage, 
consumption of fertilisers per ha. in agriculture, percentage 
of villages electrified to total villages and length of roads 
per 00 sq. km. of area, which were 19.63, 60.54, 67.42, 57.75 
and 54.03 in 1960-61, increased to the levels of 22.80, 62.71, 
70.45, 88.71 and 106.84 respectively during 1968-69. These 
sectoral disparities have, inter alia, contributed favourably 
to the over all inter-state disparities which showed a consi- 
derable increase from 16.70 in 1960-61 to 24.10 during 1968-69. 

On the other hand, during seventies as a result of changes 
in development strategies/policics a variety of programmes based 
on 'Area Development* and 'Target Group* approaches were launched 
with a view to not only providing income and employment oppor- 
tunities to the people of backward areas but also arresting the 
widening of inter- regional disparities. Important among these 
programmes were Drought Prone Area Development Programme (DPAP) , 
Small Farmers Development Agency (SFDA) , Marginal Farmers and 
Agricultural Labourers (MPAL) , Command Area Development (GAD) , 
Tribal Area Development (TAD) , industrialisation of backward 
areas. Minimum Needs Programme (MNP) , Integrated Area Develop- 
ment Programme (lADP) and Integrated Rural Development (IRD) , 
besides high^.,r allocation of; financial resources to backward 
states, A huge amount of investment was mads on implementation 
of these programmes during the period of the Fourth and Fifth 
Plans. Moreover, an outlay earmarked for implementation of these 
programmes during the Sixth Plan is approximately Rs. 7700 crores, 
which comes to about 8 per cent of the total public sector outlay. 
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It is difficult to assess, in isolation, the impact of 
above area specific programmes on development, but temporal 
analysis of growth rates and regional disparities, if attempted, 
is expected to provide some indications about its favourable or 
unfavourable influence on the levels of development and regional 
disparities. 

It would be evident from the following table that the 
annual growth rate of per capita income at constant prices of 
1960-61, which was 0.892 per cent in India during sixties (i.e. 
1960-70), significantly increased to 1.752 per cent during 
seventies (i.e. 1972-80) at constant prices of 1970-71. 


Table 3 j State-wise annual growth rate of per capita 
income 


SI. states Annual grovrth rate of 

per capita income during 

No, 

' (at 

1960-70- 
1960-61 prices) 

197 2-80 

(at 1970-71 prices) 

A. Developed States 



1, Punjab 

2.730 

2.846 

2, Kerala 

0.781 

0.988 

3. Tamil Nadu . 

-0.445 

1.431 

4, Maharashtra 

-0.128 

5,718 

5. Gujarat 

1.266 

5.475 

6 . Haryana 


2.349 

7, Karnataka 

1.645' 

2.6 33 

8. West Bengal 

0.771 

1.378 

B. Developing States 



9, Andhra Pradesh 

0.885 

3.758 

10. Himachal Pradesh 

■k 

1.400 

11. Uttar Pradesh 

-0.432 

0.380 

12. Orissa 

2.860 

0.469 

13. Rajasthan 

-1.052 

3,529 

11. Bihar 

-0.350 

1.123 

15. Madhya Pradesh 

-0.215 

-0.491 

INDIA 

0,892 

1.752 


* Owing to non-availability of data, the annual growth rates of 
per capita income of Haryana and Himachal Pradesh could not be 
worked out during the period 1960-70. 
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It is also observed that the annual growth rate of per 
capita income in all the developed and developing states 
excepting Orissa and Madhya Pradesh moved towards higher side 
in seventies as compared to sixties. Moreover/ the states of 
Uttar Pradesh, Rajasthan and Bihar, which had negative growth 
rates of per capita income in 1960-70, turned out to have 
positive growth rates during seventies. 

Turning to the aspect of regional disparities, we find 
that coefficients of variation in levels of development for 15 
states in respect of percentage share of secondary sector in the 
state domestic product, percentage of urban population to total 
population, credit-deposit ratio, percentage of villages electri- 
fied to total number of villages and length of roads per 00 sq, 
km. of area have significantly reduced from 29.29, 37.13, 49.16, 
88.71 and 106.84 in 1968-69 to 25.79, 33.25, 24.39, 43.54 and 
75.18 respectively during 1978-79. Comparatively lower levels 
of coefficient of variation in respect of these indicators 
appear to have finally helped in reducing over-all inter-state 
disparities from 24.10 in 1968-69 to 21.33 during 1978-79. 

It is difficult to trace out any definite trend in the 
existing regional disparities on the basis of its study con- 
fining to the above three selected points of time. However, 
through diagrammatic presentation, if all the three points 
showing different magnitudes of disparities are linked together 
with dotted line for all the three selected points of time, the 
curve would provide some indications to believe that time series 
analysis of regional disparities would trace out an inverted 'U' 
shape during the process of long term national development. 
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A theme of the preceding analysis reveals that both the 
overall and sectoral growth rates have shown an upward movement 
in India during seventies as compared to sixties. On the other 
hand/ inter-state disparities have gone down during the latter 
decade. Hence/ it appears that implementation of various area 
specific programmes based on the revised development strategies/ 
policies have largely been in favour of not only enhancing the 
growth rates but also reducing the inter-state disparities. 

Level of Develorment and Regional Disparities 

While attempting to analyse the relationship between state- 
wise levels of development and inter-regional disparities we 
observe through the following table that our measure of inter- 
state disparities/ ranges widely between a minimum of 26.36 

for Punjab and a maximum of 65.81 for Madhya Pradesh during 
1978-79. Contrary to it, in the matter of overall development 
the former occupies the first position with composite index of 
156.82 and the latter finds its place at the bottom with 
composite index of 75.97 only. Thus/ the state of Punjab 
with the highest level of development has the lowest magnitude 
of regional disparities and the vice versa is true in case 
of Madhya Pradesh. 


I 

I 
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Table 4 t State-wise level of development and coeffi- 
cient of variation - 1978-79 


SI. States according to 

No. level of developmentj./ 

Compo s it e index 
of development^/ 

Coefficient of 
variation_3/ 

A. Developed States 



1 . Pun j ab 

156.82 

26.36 

2. Kerala 

138.90 

26.83 

3, Tamil Nadu 

136.45 

45.65 

4. Maharashtra 

123.06 

41.79 

5. Gujarat 

119.05 

46.22 

6. Haryana 

116.40 

35.96 

7. Karnataka 

113.68 ' 

49.6 2 

8. West Bengal 

108.88 

49.84 

B, Developing States 



9. Andhra Pradesh 

98.01 

57.49 

10. Himachal Pradesh 

98.00 

52.14 

11. Uttar Pradesh 

86,63 

55.68 

12, Orissa 

84.21 

47.91 

13, Rajasthan 

81.00 

61.54 

14, Bihar 

77.00 

59.98 

15. Madhya Pradesh 

75.97 

65.81 


1 States having composite index of '100 and above' are 
designated as 'developed states' and those falling in 
the category of 'developing states' have composite 
index 'below 100'. 

2 Based on the cross-section data of 1978-79 for the 19 
selected indicators, 

3 Based on the district-wise composite index of develop- 
ment of different states for 1980-81 as vr'rkrd out 
with the help of 9 selected indicators placed at 
Appendix - 1, 
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It is also clear from the above table that by and large 
the states, which fall in the category of developed stages, 
have comparatively lower order of inter- regional disparities, 
whereas those falling in the category of developing states 
have relatively higher order of these disparities. The degree 
of regional disparities goes on increasing gradually as we 
move from higher level of composite index of development to 
its lower side. In spite of few exceptions it does appear 
from the coefficient of correlation (-0.88) between the com- 
posite index of development and the coefficient of variation 
that the former is inversely related to the latter. Thus, the 
pattern of regional disparities that anerges from the pres'ent 
analysis is not consistent with that of the other cross-section 
study showing its different pattern in the form of an inverted 
*U', reaching a peak in the states of medium levels of develop- 
in©l3.t m 

Geographic Size and Regional Disparities 

The geographic size also influences the degree of regional 
disparities. Hypothetically, larger the geographic size of a 
state, the greater would be the degree of regional disparities. 
It seems to be convincing also because larger geographic size 
is likely to result in wide regional variations in the availa- 
bility of natural resource endowments, weaker intra- state 
linkages and stronger incidence of dualism. In the present 
case, the comparison between the geographic size of different 
states and the corresponding magnitude of regional disparities 
suggests that the above hypothesis holds good in case of 11 
out. of the total 15 states. Itirthermore, among the states. 
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we identify Madhya Pradesh having the highest geographical 
area (443 thousand sq. km.) with the highest magnitude of 
regional disparities (i.e. 65.81) , whereas in case of Punjab 
which stands lowest in area (50 thousand sq. kra.) only after 
Haryana and Kerala/ the regional disparities are the lowest 
(26.36). The coefficient of correlation between the geographic 
size and coefficient of variation for different states, which 
works out to be as much as 0.72, also corroborates the hypo- 
thesis . 

However, the states of Maharashtra, Gujarat, Karnataka and 
Himachal Pradesh are found to be disfavouring the above hypothesis. 
The first three states, although own larger geographical area ' 
but have regional disparities comparatively of lower order. 

A plausible reason being that these states introduced decentra- 
lised planning during the period of the Fifth Plan to overcome 
delay in decision making and devise measures for better exploi- 
tation of natural and manpower resources available at the micro- 
level. Following the broad principles of decentralised planning, 
the exercises relating to the delegation of powers and disaggre- 
gation of various functions of planning and implementation at 
different levels were carried out in these states. And the 
various programmes/schemes based on this principle were 
implemented. Prom the experiences of these states, it seems 
that decentralised planning has proved to be an effective tool 
in promoting exploitation of local resources, accelerating 
the pace of development in backward pockets and reducing 
intra-state disparities significantly. Considering the advantages 
of this approach, the state of Uttar Pradesh has also adopted 


21 


the decentralised planning during the recent past. In case 
of Himachal Pradesh, the position is just reverse to Maharashtra, 
Gujarat and Karnatalca; the geographical area is comparatively 
low (56 thousand sq. km.) but the magnitude of regional dis- 
parities is considerably high (52.4) . In fact, Hiimachal Pradesh 
prior to its declaration as a new state, was one of the most 
backward union territory of our country. It was carved out as 
a new state only in 1971 with merger of three districts of 
Punjab (Kullu, Kangra and Simla) having a vast potential of 
agricultural development-. Subsequently, a sizeable amount of 
investment was made in these districts mainly for the development 
of socio-economic infrastructure. With the result, there has 
been a larger concentration of economic activities, making this 
area relatively more prosperous than the old Himachal Pradesh. 

This may be one of the reasons that although the state is smaller 
in a geographical area, it suffers from the problem of high 
magnitude of regional disparities. 

Intra-State Disparities 

So far as intra-state disparities are concerned, all our 
efforts were made in different states particularly Uttar Pradesh 
around seventy to arrest its widening magnitude thrcugh imple- 
mentation of various area specific programmes like Tribal Area 
Development (TAD), Hill Area Development (HAD) , Drought prone 
Area Development (DFAP) , Small Farmers Development Agency (SFDA) , 
Com.raend Area Devclopnent (CAD) , Integrated Area Development (lAD) , 
Integrated Rural Development (IRD) , besides industrialisation 
of backwc'rd areas. The coverage under these programmes is so 
wide that almost all the districts of Uttar Pradesh arc being 
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benefited by one or the other such programmes. Although these 
programmes are characterised as 'piecemeal' and 'ad hoc', their 
implementation seems to have played an effective role in 
reducing intra-state disparities as would be evident from the 
following table. 

Tabl e 5 s Coefficient of variation in levels of develop- 
ment of different regions of U.P. in respect of 
the selected indicators 


(Percentage) 


SI. Indicators 

No. 

Coefficient 

during 

of variation* 

1968-69 

1978-79 

1. Gross value of agricultural produce 
per ha. of net area sown 

21.53 

27.52 

2. Intensity of cropping 

9.93 

10.97 

3. Value of industrial produce per indus- 
trial worker 18.43 

18.34 

4. Proportion of workers engaged in 
secondaary sector to total workers 

71.88 

70.95 

5. Credit- deposit ratio 

39.46 

17.78 

6. Length of metalled roads per 000 sq. 
km. of area 

17.64 

13.14 

7, Proportion of villages electrified 
to total villages 

53.04 

21.11 

8. Number of junior basic schools per 
000 sq. km, of area 

28.88 

26 . 89 

9. Number of hospitals/dispensaries 
per 000 sq. km. of area 

23.64 

27.49 

10. Literacy percentage 

15.49 

15.79 

11. Proportion of urban population to 
total population 

22.37 

21.82 

Aggregate s based on composite index 

19.64 

17.06 


* Based on cross-section data of 11 selected indicators 


As shown above# the coefficient of variation in levels of 
development of different regions of the state, which was 19.64 
in 1968-69, reduced to 17.06 during 1978-79. This may be because 
of the significront reduction in infrastructural gaps. The 
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coefficient of variation in respect of the length of metalled 
roads per 000 sq. km. of area for different regions decreased 
from 17.64 to 13.14 during the period 1968-79. Moreover, the 
corresponding coefficient of variation in respect of villages 
electrified to total number of villages also showed a consi- 
derable reduction from 53.04 to 21.11. This might have 
increased accessibility of the people to urban and market 
centres, ensuring their better participation in various 
developmental activities. 

Apart from reducing intra-state disparities, implementation 

of various area specific programmes also seems to have influenced 

favourably the performance of the state economy during seventies. 

The growth rate of overall state inccme, which was 2.6 per cent 

over a longer period of 1960-79, appreciably increased to 4.0 

per cent during the period 1972-79. Similarly, the growth 

rates of agriculture and animal husbandry, manufacturing and 

rest of the sectors increased respectively from 1.9, 4.2 and 

27 

3.3 to 4.2, 6.3 and 3.4 during the corresponding periods. 

Thus, the foregoing analysis suggests that if a regional 
approach to planning within its multi-level framework is 
followed on scientific lines, the comprehensive regional 
planning would definitely prove to be an effective tool for 
achieving the objective of balanced regional development. 

Conclus ion 

The anilysis of state-wise composite index of development 
at three points of time suggests that although some slight 
Variations in the order of ranking of states separately for 
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each of the categories, 'developed' and 'developing' states are 
quite perceptible, the inter-state upward or downward movements 
in levels of development between the two categories never 
occured during any of the years under reference. Thus, it 
seems that the development during the period of planning has 
followed its initial inter- regional pattern to a large extent. 
However, almost all the states seem to have benefited with 
the previous planning and have also accelerated pace of their 
development to some extent. 

A perpetual gap in levels of development between the 'deve- 
loped' and ‘developing* states is largely explained by the 
availability of higher order values of the selected indicators 
in the former as compared to the latter. Apart from low level 
of inputs use, inadequacy of existing infrastructural facilities 
still seems to be the major obstacle to the path of progress 
in developing states. Therefore, assigning top priority to 
development of infrastructure for enhancing capabilities of 
resource utilisation in these states obviously becomes sensible, 
besides ensuring proportionately higher allocations of per 
capita plan outlays. 

Secondly, our temporal analysis suggests that in early 
stages of national development, particularly during 1960-69, 
inter-state disparities in levels of development have shown 
divergence or spatial polarisation, whereas the tendency of 
convergence or depolarisation was experienced to some extent 
during seventies. Moreover, according to cross-section approach, 
there seems to be a consistent relationship between levels of 
development and regional disparities. The regional disparities 
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during 1978-79 are found to be considerably high in developing 
states, but consistently go on reducing as we move to the 
states of higher levels of development. 

Thirdly, the introduction of decentralised planning in 
three states of Maharashtra, Gujarat and Karnataka during the 
period of Fifth Five Year Plan seems to have played an effective 
role not only in promoting more and more use of local resources 
but also accelerating the pace of development particularly in 
lagging areas, consequently, these states in spite of having 
relatively larger geographical area have regional disparities 
of lower magnitude. With this background, it would be desirable 
to introduce decentralised planning in rest of the states in 
order to achieve the objective of reducing regional disparities 
significantly. 

Finally, although the various programmes based on 'Area 
Developnent' and 'Target Group' approaches launched around 
seventy, are characterised as 'piecemeal* and 'ad hoc', their 
implementation in Uttar Pradesh has brought about reduction in 
regional disparities to some extent, besides influencing 
favourably the overall performance of the state economy. 

Hence, it appears that if a regional approach to planning 
within its multi-level framework is followed on scientific 
lines, the comprehensive regional planning would definitely 
prove to be an effective tool for achieving the objective of 
balanced regional development. 
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APPENDIX 1 

Indicators and Their Weights Used for Computing 
the Composite Index of Development for Different 
Districts 


SI. 

No. 


Indicator 


Weights in per- 
centage for all 
the districts 
other than 9 dis- 


For 9 dis- 
tricts with 
urban popu- 
lation of 72 


tricts 
in the 

indicated 
next column 

per cent or 
more 

I. Agriculture 

50 

0 

1. Per capita value of output 


' 

of 18 major crops : Average 
of 1975-76 to 1979-80 

25 

0 

2. Per capita bank credit for 
agriculture s June 1980 

25 

0 

II. Mining and Manufacturing 

20 

35 

3, Number of mining and factory 
workers per lakh of populat- 
ion, 1974 

8 

14 

4 . Number of household manufact- 
uring workers per lakh of 
population : 1981 

4 ■ 

7 

5. Per capita bank credit for 

manufacturing sector: June 1980 

8 

14 

III. Service Sector 

30 

65 

6. Per capita bank deposit s 

June 1980 

10 

25 

7. Per capita bank credit to 
services : June 1980 

10 

25 

8. Literacy percentage : 1981 

5 

10 

9. Percentage of urban population 
to total population : 1981 

5 

5 


TOTAL 


100 


100 


source s District-Level Data for Key Economic Indicators With 
Over 60 MapS / May 1982, Centre for Monitoring Indian 
Economy, Bombay, 
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1 . The Setting 

Empirical research on the spatial strnctixre of 
indus'trial development is seriously constrained by the absence 
of time series data at the regional and sub-regional levels. 

The Annual Survey of Industries (ASI)^ which happens to be the 
information base for most of the scholars analysing the Indian 
industrial structure^ has the following important limitations: 

(a) The Survey covers only the factories registered under 

the Factories Act of 1948, barring a few exceptions like the 

inclusion of electricity generation and distribution, gas and 

steam, waterworks^ cold storages, repairs etc. and the exclusion 

of the units under defence production and training institutions*.'!*.. 

here is, thus, no systematic information on the 
• -.nregistezed' industries in the country that compritK? above 

ninety five percent of the total industrial units. 

(b) The Survey is using the National Industrial Classifi- 
cation (NIC) of 1970 for the presentation of the data since 

1973-74. This makes the information for the earlier years 

ilive and sometimes even six 

non- comp arable, uni OSS one goes to four^ digit classification 
of the industries and builds up fresh time series data. 
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(c) The Central Statistical Organisation ( ^SO) is 
publishing rjunnrnry^^osults for all the ISI units since 1973-74 
Fhich has greatly facilitated research on the pattern of 


industrial development at the two digit level of classification. 


Construction of eomparable data for the years prior to 1973-74 
would involve enormous work and problems of categorisation for 


a number of minor industries, some of which may not be solvable. 


(d) The Survey publishes data for the states and tinion 


territories of India e:tcept for Sikkim, Nagaland, Arunachal 
Pradesh, Dadra and Nagar Havoli and lakshdweep (the summary 
results of CSC, however./ cover only the major states). It is. 


theref or 9 ,not possible to get an idea of the changes in the 


spatial structure of even the registered industries within 


the jurisdiction of a state. 


The above limitations of the A^I data have given a macro- 


economic bias in the studies on industrial structure in India, 


as thea^e, in general, deal with the national and sometimes 


the state level scenarios. In view of this, the present paper 


attempts the following: 


(1) To construct comparable state level indicators for 
the industries in the census sector (factories employing fifty or 
more workers using power and those employing more than ninety nine 
workers) at three points of time viz. 1961-62, 1968-69 and 
1978- 79 using t« 3 & digit classification (NIC) of industries 


and to see how the spatial distribution of these units and 
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and their shares in employment .and value added have changed 
over time. 

( 2 ) To apply the criterion of industrial registration 

luider the Factories Act (1948) viz.^ unit s emplosring ten to 

nineteen workers running on power and those employing ' 
or more 

t went y/ worker s , on the data on industrial establishments 
collected at the time of population Census of 1961 and 4=971 » 
and to examine how the information from these two sources viz, 

ASI and the population Census, help in developing a comparable 
picture of industrialisation in India, 

(3) lo use the data on 'registered* , industrial imits. 
obtained as mentioned above, from the Establishment fables and, 
based on this, to analyse the changing profile of inter-state ani' 
intra-state concentration of industries in India. 

( 4 ) fo examine the spatial distribution and growth 

of unregistered units in different States, regions, sub-regions, 
rural and urban areas of the country and to test if there has 
been changes in the spatial structure during the sixties, and 

( 5 ) fo examine if there has been a dispersal of industrial 
activities from the nine metropolitan cities^to their hinterlands. 

For the purposes of a time series and arcae-sect ional analysis 
of the registered as well as unregistered induLstries, the National 
Industrial Classification has been taken tte basis, f he data 
on the Census sector of the ASI as well as that on the mamjifacturing 
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establishments from the '^op-ulation Census of 1961 (that used 
Indian Standard Industrial Classification) have been used 
to generate new series on the basis cf the two digit NIC 
classification. 

In the light of the problems of non-identification of certain 
minor industrial groups, and in the absence of a claY^tf feat ion 
regarding their classification prior to 1975- 74^ it has become 
necessary to club together four industrial divisions viz. 

25f 24 f 25 and 26 into one. In the spatial dimension^- the 
states of Punjab, Haryana and Himachal Pradesh have been clubbed 
into a single unit as separate inf ormat ion f or them could not 
be obtained for the year 1961. 

2 . Inte rstate Variation in Industrial Develonment - A Tomnoral 

Analysis Based on ASI (Census Sector) Data. 

Pho analysis of the structure of industires belonging to 
the ASI Consus sector, as attempted in fable I and II, reveals that 
the interstate variation in the share of the number of imits, 
employment ^va3.uo added in the national totals is similar to that 
of the total registerod industries (ASI^ factory sector), fhere 
has boon a marginal shift of industries away frem the fifteen 
major states covered in those tables during 1961-68 but in the 
subsequent decade the trend seems to have been reversed, fhe 
relative pos'^tion of the states did not un'*orgo^m'ajor change, 
during the total period covered in the analysis, as the 
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r ank” cor * elat ions of each indicator with the corresponding 

indicators for other years in Table II work out as hi^ly 

significant. The striking feature, however, is the improvement 

and deterioration in the relative positions of Andhra Pradesh 

and Assam respectively. West Bengal #iich suffered considerable 

loss in its share over time in all the three indicators, however, 

maintained its rank among the states. It may be noted that 

West Ben^l and Maharashtra, among the industrialised states, ®nd 

Assam, Orissa, Jammu and Kashmir, Kerala and Madhya Pradesh, 

among the industrially backward states, experienced declines in' 

their shares in the number of industries during 1961-79. This, 

however, has not meant a fall in the shares in value added' 

in case of most of the less industrialised states. This is indicative 

of the location of a few large units in these states which may 

be attribiited to the governmental policy of industrial dispersal in 

the country. Andhra Pradesh and Rajasthan, the other two 

backward states of ths country, however, gained in their shares 

of all the three indicators. 

The spatial profile ©I industrialisation in India, 
however, did not change much despite the new developments mentioned 
above. This is because the process of industrial dispersal in 
favcvr of the backvrard states have been rather weak and ^ at this 
rate.it would t al:e decades before a dent is made on the regional 
imbalances in the levels of industrial development in India. 

The distribution of industries by nineteen major BIG 

groups indicates a high degree of regional specialisation.* In four** 

1. She tt yX" 932 ) , too, has noted this phenomenon in his analysis 
of industrial structure based on ASI factory sector data. 
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of the states viz. Assam (food products) G-^ijarat (all textiles), 
Jammu and Kashmir (all textiles) and Orissa (others), a. single 
group accounts for more than sixty percent of value added by 
the ASI Census sector industries in the state. The share of the 
most important industry in value added happens to be Idrger than 
twenty four percent in all the states while the largest three 
account for more than sixty-five percent. It is, however, true 
that the shares of major industrial groups in total number of 
units, employment and value added have gone down over time for 
ic’i;' .rt states, Nevert hesess, the regional specialisation in 
industrial activities emerge as conspicuous even in 1 9 “78- 7$. 

The changes in the interindustrial canposition of the 
units, employment and value added (Census sector) in the country 
as well as for individual states have several other interesting 
features. A very high growth rate w^as recorded in case of Gas and 
Steam, Electricity and Repairing services (see Table 
although these are not parts of the manufacturing sector as per 
the lational Industrial Classification. The manufacturing 
industries exhibiting high growth in their value added during 
1961-6-'^ and 1968-78 are the Chemicals and chemical products. 

Paper and printing, Basic metals, Machinery both electrical and 
non-electrical. The only industry growing fast during both 
the time, periods covered in the study^that can be consi.dered 
as agro-based^ is the Wood and wood products which is largely 
dependent on the urban demand. Of these industries, the one showing 
a rapid growth in the number of units as well^ is ChemicrIiS and 
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chemical products. Rubber^ pfestic, petrol ann coal products and 
Bevereges, tobacco etc also showed a high growth in their number 
of units during 1968-78 al'though their growth in empl^syment 
or value added has been just about the average. Textiles, on 
the other hand, suffered a loss in their shares in all the 
three indicators during 1961-78. 

3. The Structure of Organised and Unorganised I ndu s t ri es ^n 

Analysi s of the Data on Industrial E s tabl i shments 

Information on the 'Manufacturing Processing and Servicing' 
establishments in di-^ferent size and fuel utilisation categories 
are a‘'''ailable from the Establishments Tables for the various 
census years. Since a separate schedule was convassed to obtain 

information on industrial establishments in 1971 census, disag- 

dota 

gragative^ on em'olo''’'ment ^or di-^-^erent industrial categoeies are 
also available. Table IV gives the percentage distribution of 
the industrial establishments belonging to the organised and 
unorganised sectors for the fifteen major states- Table V 
presents the distribution of cmnloyment in these sectors by 
rur^i and urban areas. ^t nay be worthwhile repeat here that 
the units working with power emplying ten to nineteen workers 
and these emnloving or nor e workers hav^ been identified 

as belonging to the organised sector. The unorganised sector 
is then the residual category i.e. the total manufacturing, 
processing and servicing establishments less the units classified 
as belonging to the organised sector. 

Ttumber of units belonging to the organised sector in 
. Sco Kcuslitg and Istablishmon t Tables . Part I¥ (B), .1961 and 
' '-.•nt'* t uhTIo Part III B Ti) and (iii) Oinsus of 'Indi a 1971. 
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in 1970-71 are reported to be 64565 by the ASI (industries covered 
by the ASI are taken as comprising the organised sector) while the 
Establishment Tables report* this to be 87807, the latter being 
larger than the former by thirty six percent* It may be noted that 
the number reported by the labour Bureau of the G-overnment of India 
is over thirty percent higher than that reported b37‘ ASI in 1 978 - 79. 
^The discropany can perhaps by explained by the exclusion of the 
industrial, urhts coming under Defence Departments and Technical 
training institutions and that of the restaurants and cafes. in the ASI, 

The spatial pahtern of ’registered' industries emerging frcm 
data on industrial establishments in 1961 and 1971 seem to be similar 
to what has been noted in the previous section Jiased on the census 
sector (ASI) data. This enhances our confidence in the use of 
Establishment Tables data for a disa^regative analysis of the indus- 
trial structure at the regional^ sub-r^ional levels. 

The spatial distribution of the unorganised sector reveals 

an interesting patter. The backward states like Madhya Pradesh, Uttar 

Pradesh, Bihar and Orissa claim a share of about ten percent of more 

each, in the national total of the unorganised industries. Similar 

picture emerges when one considers the st at ewise distribution of 

employment in the unorganised sector. In case of the economically 

underdeveloped states like Jammu and lashmir, Eerala,- Pajasthan, 

Orissa and Uttar Pradesh barring Bihar and Assam, the shares in 

population are less than that in the unorganised industrial units or 

'employment therein specially in the rural areas. The shares of all 

these states have gone down during sixties. Uttar Pradesh is an 

exception to this and this may be explained in terms of a higher 

growth rate of the unorganised as well as organised industrial. 
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activities in the western reqion of the state. Gu.iarat. Karna- 
taka and Punjab that had a low base of unorganised sector, 
inoro^;^ed their oositiS^s considerably during 1961-71. The cross- 
sectional analysis of the incidence of organised and unorganised 
industries in 1961 suggests a competitive relationship between 
them. The tre-jnd during sixties, however, makes a significant 
departure from the past as the unorganised sector grew pretty 
fast (during 1961-71) in the states that had a developed 
industrial {organised sector) base. 

An analysis of the spatial distribution of industries in 
nineteen major groups both for organised and unorganised sectors 
tends to supTX3rt the hypothesis of regional specialisation as 
established based on the census sector data in the previous 
section. One observes that for each industrial grouo, ene or 
two states emerge as major proda cer/producers . The names of the 
states that account for a substantial portion of the total 
units in each industrial group in 1961 haVsbeen shown (in 
brackets) below. 

Food products (Uttar Pradesh) , Bevereges^tobacco(Madhva 
Pradesh and Maharashtra), Cotton textiles (Tamil Nadu),Sitrt and 
s'^mthetic fibres(uttar Pradesh) , Jute and hemp textiles (West 
Bengal and Maharashtra), Textile oroducts (Maharashtra) , wooS 
and V700d products (Orissa and Madhya Pradesh), Paper and printing 
(West Bengal and Maharashtra), Leather and |ur (Madhya Pradesh), 
Rn’'ber, tilastics etc. (West Bengal a nd Maharashtra) , Chemical 
and chemical products (Kerala and Uttar Pradesh), Non-metallic 
minerals (Madhya Pradesh and Bihar), Basic metals and A] loys 
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(Maharashtra and Tamil Nadu), Metal products (Madhya Pradesh), 
Machines except electricals (Gujarat and Punjab), Electrical, 
machinery (West Bcnqaland Maharashtra) and Transport Equipments 
(Punjab, Tamil Nadu and Maharashtra). 

The picture remains more or less the same except for a few 
changes 

^in 1971. Uttar Pradesh, for example, comes on the industrial 
map in a big way largely because of the industrial growth in the 
western pails of the state as mentioned abo^re. The state claims 
a ma^’or share of units in Transoort equipments, tilachinery except 
electricals, Basic metals, thn metallic minerals^ Ghemical and 
chemical products and Textile products industries. Similarly, 
Andhra Pradesh becomes a dominant sta te in Beverages and tobacoo, 
Vood and wood products. Jute hemp textiles, Karnataka in Silk 
and synthetic fibre and 'Punjab in 7ute and hemp texti&es. The 
developed skates that lost their dominance in different industries 
are Maharashtra (Transport equipment and Jtate and hemp textiles), 
Tamil Nadu (Transport equipments and Basic metals) and West Bengal 
(Jute and hemp textiles). In addition, Uttar Pradesh went down 
the >3rea3e relatively in gilk and synthetic fibre and Oriss in 
wood and wood products. 

4. Rural Urtan Dichotomy in Industrial Develotynent., 

The distribution of the number of units and employment in 
the organised sector reveals their concentration in urban areas 
(anl more specifically metropolitan cities i.e. with more than 
a millian population). This is not so in case of the unorganised 
sector as the facters responsible for economies of scale, leading 
to industrial aggltine ration in urbdn areas, would be less important. 


ill: 

The share of the urban centres in the totSil erganised 
mamifacturing \inits of the state happens to be low in Assam, 
Kerala, Bihar and Orissa, all these being industrially backward • 
states. The corresponding shares of Kama taka, Gujarat, Maharashtra 
and Punjab are vers'' high, the figure being about or more than 
eighty percent in 1961 in all these cases. This suggests that 
the process o*^ industrialisation in India has been associated with 
that of industrial concentrations in urban areas. A further t: 
disaggregati^re picture (based on establishment data) shows that 
in these industrially deve^loped states ^one or two cities claim 
more tlian sixtv percent of industrial units or workforce. 

It is heartening to note that the share of the urban areas 
in tliG organised indxistrial units has in general, gone down 
during 1961-71. Ibo fall is significant in cases of West Bengi-, 
Tamil Nadu, Karnataka , Punjab but not for Maharashtra and Gujarat. 

In the poorer states the industrial concentration in urban areas 
has risen over the decade, the states of Assao, ’'Bihar, Jammu and 
Kashmir, Bajasthan being illustrative examples. 

The incidence of the unorganised industrial units in urban 
areas ia markedly lower than that of the organised units in 1961. 
It is also interesting that the share of the urban areas in the 
total establishments in the unorganised sector hapnens to be 
lower in the ibndtis triallv undeveloped states like Bihar, Jammu 
and Kashmir, Madhya Pradesh and Orissa, compared to the other 
states. It is , however, higher than the corresTX5nding shares 
for these (pocr-er) states in organiscr^ndus tries. The concent- 
rations o^= unor^ nised industries in the state, with a relativelv 
lower incidence of these indvis tries in urban areas, has increaigsed 

A reverse trend is observed in case of indust- , 



during sixties. 
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riallv developed states of Karnataka and Punjab. The urban 
share, however, did not declined in Maharashtra, West Bengal, 
and Tamil Nadu which can bo attribtiited to the growth of infor- 
mal activities in theirmetropolitan cities. 

Industries like Paper and Printing, Rubber and Plastics, 

Chemicals and chemical products, Basic metals, Electrical and 
Nonelectrical machineig/^ that depend largely on the final 
demand of the urban consumers show an excessive concentration 
(of their \anits) in urban areas. It is important to know that 

i 

most of those industries are concentrated in the urban areas 

of Maharashtra,West Bengal, Tamil Nadu, and Gujarat, the four 

metropolises^ located therein claiming a verv large share. The 

‘Sgro-based industries like Food products, Beveeges, Lather 

and Fur products. Wood and furnitures etc. undorstanda.^ ly donot 

show an excessive locatio nil bias in favour of urban centres. 

largest 

An anal'”'sis of the growth rates of industrial units in seven^ 
metropolitan cities reveals that the .•<v'dustries,oxhibitina 
distinct urban bias in 1961^ continued to grow at a fast rate 
in these cities during 1961-71 as well. It isy therefore, not 
very surprising that despite the dispersal : of certain 
industries in the backward states or rural areas, the special 
scenario remainsbv and large unchanged. 

/ * A 
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5. METROPOLISES AMP THEIR HIHTERLAID - A THE TIP TOWARDS 

ipdttstrial dispersal 

So much has heen said in favour of and against the rcX® 
of large cities in the context of their dissimination of growth 
innuL^sin the hinterland and strengthening of the industrial 
base in the regional economy that the current discussions tend 
to be based on other neo-ole 's assertions: than on empirical 
evidf nee and consequently get charged with emotional and 
ideological fervor. In an attemnt to provide an empirical basB 
to some of the debatable postulations in this area^ nine Indian 
metropolises viz. ha-fing a population size of more than a 
million in 1971, have been chosen for a detailed investigation. 
In view of the controversies regarding the methodologv of 
regionalisation, it is proposed to define metropolitan regions 
simply bv putting together the districts around eeah metropolis 
within the state (e'^cept for Delhi). LueV now, which became a 
million plus centre onlv in 1981 has also been included .in the 
study because of its proximity to Kanpur and a combined region 
has be'"'n delimi.ted for these two cities. Similarlv, a single 
region has been identified for Bombay and pune to avoid 
overlapping of districts be-fcwern the regions. The composition 
of metropolitan regions is indicated belov>r: 


Identifvinn City 


Constituent Districts 
as per the 1931 Census 


1. Calcutta 

2 . G re a t e r Bombay -Pti ne 
Greater 


Calcutta, Haora, Nadia, Midnapur, 
Hoogly, Twen-ty for Paroganas. 

Grf-ater Bombay, TharK?, Kulaba, Pune, 
Ahmadnagar, Satara, SMapur, 
Ratnagiri. 
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Identifying City 

Constituent Districts 
as per the 1981 Census 

3. 

Del^i 

Delhi, Sonipat, Rohtak, Gurgaon, 
Bulandshahr, Gaziabad, Meerut. 

* 

Madras 

Madras, Chingalpattu, North Arcot, 
South Arcot. 

5. 

Bangalore' 

Bangalore, Kolar, Tumkun, Mardva, 
M^rsore . 

6. 

H^’■de:rabad 

H'^derabad ,Rangareddv, Medak, 
Nalgonda , f fehhubnagar, Karimnagar, 
Ni.7^amabdd. 

7. 

Ahmedabad 

Ahmedabad, Kheda, Sabar Kantha, 

Sia re ncl ra naga r , Mah e sana . 

8. 

Kanou r-I^a cknow 

i 

Kanpur, LUncknow, Bara Banki, Rai- 
Barel i , Fe tehpur , Hami rpur , J al aun, 
Farrukhabad, Hardoi, Sitapur. 


lEt is striking that in four of the seven regions, urban 
centres had more than ten percent oft^xj^r male workers engaged 
as cultivators in 1961 vdiile the all India urban figure is only 
5.56 percent. Similar picture emerges in case of the share of 
agricultural labourers as well. From this, one would infer 
that the towns under the shadow of these cities do not enjov 
an adequately diversified econoinic base. Howc'^er, during 
1971-81, the share of the cultmvetors in these regions, 
excepting Delhi and Kanour-Lucknow regions, fell more sharply 


than for the- country. 


/ 



3. 


In case of Kanour-Lucknow region, tiiis is understandable 
as a large number of settlements with substantial agri- 
cultural 'base have aopeared as towns in the 1981 Census, 
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The shares of workers in other than household industries 
in urban areas of those regions are equal to or less than the 
corres ’-bonding figure for urban India in 1961. The only excep- 
tion to this is the Caleutt.-u region. This is largely^ due to 
the fact that tlie urban centres falling within the Calcutta 
urban agglomerationCexcenting Calcutta) have bf en treated as 
part of the urban segment of the region. The rural areas in 
the metropolitan regions , too, gene rail v do not have a developed 
base of non-household manufacturing activities, the cases of 
Bangalore, Ahmedabad and Kanour— L»Jcknow being vry ahp'^ing. 

The low share of the manufacturing sector in the male work- 
■^orce in several regions is an indication of the process of 
deindustrialisation during the colonial period, \he impact 
of which was felt more sharply in the vicinity of the main 
centre. The household industries,' that bore thCi. brunt of the 
colonial rolicy of expanding thei r market, managed to survive 
in the relativelv backisard regions, in small towns and in rural 
areas \-/hero ths impact of the modern industries has been minimal. 
As a result, even after ten to fifteen years of independence, 
the incidence of household industries happens to be, in general, 
lower in the irural and urban areas within the metropolitan 
regions compared to the country as a whole4 it is heartening 
that the spatial pattern of industrial growth during sixties 
marks a departure from the past trend as emplo^mnent in both 
household as well as non-|iousehold manufacturing activities in 
most* of the regions increased at a pace faster than that of the 
countiry. Also, the competitive relationship between the above 

b'/o components of the mamzfacturing sector seems to be 

4, See Kundu and, Sharma ( 1 983) 
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underqoinq a transformation as the-; housrholcl inriustries have 

5 

qrovm prettv fast in larqc cities and de-'/'eloped rcq"'. ons. Its 
qrcwth h. ,5 been particularly impressive in the metropolitan 
cities and the towns in their hinterlan'^. 

The factors resTXjnsihles for this limii~ed dispersal of the 


manufacturj. nq activities within the metropolitan reqions may 


not be diseconomies of aqqlemeration in all c^es. 

Plans aimed at improvinq the livinq conditions of th e city 


ponulation and at providinq a "nollution free environment". 


■laave explicitly incorporated tlie policy of discouraging industrial 


concentration, specially by encouraging the location of large 


industrial units aw?!y from the citi e s. The census data on manu- 
factxirinq, processing and servicing establishments bear a clear 
testimonv to this. The number of units employing fifty to 
hundred and those emplo’^^inq more’ than hundred workers have 
grown at a snails space in all the metropolises while in four 
of these, even the absolute number in one of the above two 
ca^e^^or•io.'; declined during 1961-71. Calcutta MC, however, 

is a unique case whore the n”mbers in both the categories have 
come down significantlv together with the absolute number of 
(male) workers d«i.ring the same period. This declining trend 
is noted also in Calcutta urban agglomeration and the rural 
areas in the region. Nonetheless, the population in all metro- 
politan cities have contined to grow, as the informal sector 
has shown an enoitrmous capacity for labour absorption on the 
£a!pA of a negatively sloping supplv curve in the labour market. 


5. See Kundu, and Moonis Raza (1982) 
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The growth of this s&ctor in these cities is indicated by the 
bhonornenal increase in the nnnber of establishments with less 
than ten workers, the growth rate for Delhi being as high as 
four hundred and fifty percent during sixties, ihe fact that 
the exnansion in the informal job opportunities dmring seventies 
has been higher than that of the nreceeding decade and the 
establishment data from the Census can give but an underesti- 
mation of the actual situation, is e-^rident from a number of 
micro level studies. 


'0 
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TABIB-I Statewise Distribution of Industrial Units, Employment, 
Value Added-Annual Sxjrvey of Industries (F etor y Sector) 

1 978-79 




Popula 
t ion 

Unit 

Employment 

Value- 
add ed 

1. 

Andhra Pradesh 

7.94 

1 1 . 29 

8.89 

4.93 

2. 

Assam 

2.73 

1 .78 

1 .75 

1 .66 

3.- 

Bihar 

10.28 

4.83 

5.38 

5.43 

4. 

Gujrat 

4.87 

11.33 

9.14 

9.33 

5. 

J & K 

0.84 

0.34 

0.32 

0.14 

;6. 

Karnatka 

5.35 

5.89 

4.97 

6. 36 

7 - 

Kerla 

3.99 

3.32 

3.65 

2.80 

r* 

Madhya Pradesh 

■ 7.6o 

3.60 

4.13 

3. 77 

f9. 

Mahar astra 

9.20 

16.19 

17.66 

25.21 

10. 

Orissa 

4.00 

1.65 

1.58 

1.93 

11 . 

Punjab 

4.94 

7.98 

5.42 

6.07 

12. 

Rajast han 

4.70 

2.62 

2.27 

2.51 

13. 

lamil Nadu 

7.52 

10.51 

9.96 

10.02 

14. 

Uttar Pradesh 

16.12 

8.07 

9.38 

6.23 

k5. 

V/est Bengal 

8.09 

6.70 

12.87 

11.18 


Total of fifteen 
states 

9«;17 

96.10 

97.39 

97.57 
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Introduction 

The manifestation of interxegionai industrial 
disparities in India has aroused considerable apprehensions 
in official and academic quarters. Third Plan onwards the 
development of backward areas or States has been a matter 
of active public icy and various measures - physical 
and . financial - have been adopted for overcoming inter- 
regional imbalances. 

■ ■ Notwithstanding this concern, the search for factors 
expla:^’^ing the observed dr’sDarities has been largely un- 
productive.' This is because most of the recent research 


Qx X O X . U 


.s area have Loe^ with 


delinc ting the industrial structure across the states. 

Not much attention unfortunately is paid to the processes 
that might have determined the observed structure of 
inter-state industrialization. It is not our intension 
to deny the considerable merit of structural studies. On 
the contrary it must be recognised that some of the findings 

* Authors are grateful to Mr. Narender Bushri and 
Mr. D.H. Parikh for the statistical assistance. 
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of structuraL studios - 


emorgonco of 'nascont industrial 



compLexjs across states} distinct pen: ;.Iity that 
clustering of industrial activities r ross various spaco 
points confer productivity advantages,^ inter- torn poral 
stability of intorregional industrial diversification 
pattorns,'^^ and slow but continuous convorgcnco in int^r' 
state industrial ■dispar ities-^ - give valuable insight 
into the spatial dimension of the Indiai economy and 
could help in. exercises relating to multi-level planning 


The need undoubtedly exists for further research 

that could help us in identifying factors dotemiining 

inter-regional industrialization. This is particularly so 

became findings of some of the recent studies in doter- 

of 

mini Stic frame are no t^m-uch help in understanding the 

observed phenomenon. For instance to say that, , the 

larger the size of the fac jrios and the ro developed 

the small .{unregj..'^tered7 industry, the greater will be 

n:'/ 

development- of large industry in a State is perhaps 
not very illuminating, Siiailarly, soma of the findings, 
such as, social and economic infrastructure not having 
dn important say inuinter- state industrialization, though 

interestin-g, are negative in character,^ 

, - liad 

. /miongst the variables that could havo/a significant 

impact on inter-state industrial pattern, the inadequato 

inclusion or total exclusion of urbanisation- and urban 


structure is most striking. This is surprising considering 


that an early st’-idy by D, U. Sastry, which is now decade 
and a ':aLf old, showed thr+-, apart from per capita income, 
the size of urban population had an important role in 


int orregional: inductr:' al. 


1 / 

}rn. 


RoLo ^'f Urbanization and Urban Structu re 

The role of urbanization a nd urban structure 
has 

in the Indian economy/ remained largely an unresoarched 
subject, because the economists have been primarily 
occupied with the rural phenomenon. Urban poverty has 
been largely viewed as the overflow of rural poverty-^ 
and the same nerhaps could he said about other probians 
of urban areas. 

It may be recallGd here that during the mid- fifties 
and the early sixties urbanization per se was considered 
undesirable for the developing countries , It was suggested 
that the third world eour tries, inn Iv ’l-u, isia, showed 
pattern urbanxzation which suffeiod from over- urbani- 
zation and cities rather than being active agents of 
modernizatiDn and social clrange depict, ed village chara- 
cteristics an. I remained agglomeration of villages. 13y 
ovorurbanizcition it was .implied that at comparable level 
of ui'banizat i<,)n t ho developed countries ol today had 
correspondingly a greater proportion of their labour 
force Gnga.ged in non-agricu.Ltural occupations. Such a 
process of ui-banization in less developed countries 





supposodLy had resulted mainly because ruxt 

pushed to cities rather ti a being pun ^ , 

industrialization and economic development 


evidence 


N.V. Sovani, who ca’^efully examiut 


rurbanization thesis was 


t that tine, shove 


based on "bad logic, bad history, b 


combined into one 


or abnormal pattern of development 


show 


content of 


Savani' s critical examination of the form an 


urbanization in India further indicated several rcsemblonc 


between the Indian urbanization with that of the West 


though it showed some differences. In contrast tr- the 
fluid caste system and nuclear family in the Western 
urban life, the Indian scone stowed persistent dominant 


on the other hand, had al^ the other univ .-sal structure 


of industrial cities - democracy, bu’^eaucracy , permissive 


religious norms, mass educaticn, developed system of 
communxcation, water and power supply. Sovani thought 


that the differences were not such 


additional handicap in Indf 

1 1/ 

developmont. . 


Not urbanization as such, but public policy 
continues to view large cities (particularly raetropclitan 
centres) with considerable disfavour. This is apparent 
from the efforts that are made to steer the industry to 
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small cities or towns or rural areas. It appears to us 

that the policy is not 'based on the proper assessment of 

facts. There is no evidenue of big Cj.uius growing at a 

small 10/ 

higher rate than the ones,— hor could it be cate- 

gorically stated that the ugly features of large cities 
( si irniSj queuing up for facilities and crowding)stem 
merely from the largeness,-^'^ On the contrary the 
efforts at steering away the industry from large cities hare 
not boon unqualified successes. These have mostly 
resulted either in failures or in moderate successes in 
areas that were close to the urban centres. 

On the positive side, the study of the structure 

of a city economy (Alim edabad) and preliminary cross- 

section (where more than 30 cities having population 

ranging from 3 to 18 lakhs were ccnsj.dered)suggested— 

that; (1) clustering of industrial units in the city 

■ - . nSg, 

was uot only due to aggi. .aeration econo, .os (utilization 
of scale economijs, access to large pool of skilled 
labour, and avaii.au-i.li by speoialized and auxiliary 
industrial and repair facilities etc.) but also because 
strong inter- ittilustrial linkages prevailed (2) City size 
(population) and area under industry were observed to be a 
highly correlated phenomenon. It could thus be inferred 
that films tended to cluster at different space points 
(duo to agglomeration economics. 'and' inter- industry 
linkages) and the size of the cluster tended to grow along- 
with the size, of cho city. 
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It must te stressed that rnthur than tuin*; viuva; 1 
in isol' tion, the Large ci’’ ' :;s should bo t - atari as a 
part of the national urban hierarchy. NevorthoLoss there 
are strong reasons t. bcLiovu thcit thoi'o u positive 
associt.tion between the ci-y size and ntolernization and 
social changes. Large cities as a part of urban hierarcjiy 
provide a net-worh for the diffusion of SDciaL, insti- 
tutional and technical change over the national space 

economy. As Hoselitz observes ’’The prinmte cities of 
are 

Asia/ the most important centres o)f cultural change, 
especially in those fields which vitally affect ocohomic 
developmont; arlvanccd education, new f-'.rms -f business 
organization, new administrative practices, and last but 
not least, new technologies find a fertile soil In 
. g them; their intermediate position between East &nd West, 
their land of many traditional bonds make them eminently 
suitable vehicles for the .mtro duct ion .'t new ideas and 
, new; techniques.”--'^ Sovani adds, .. what is true of 
pidliate cities in ii&ia is also true of the big cities in 


India, where there is no primate city. 


iuLl/ 


It may bo 


, .mentioned that, given the fact most )f the states in 

. V; f . . ■ ' ^ 

India are larger (in terras of popiilati...n and area) tirai 

most countries in the world,, the large cizios when 
•■’'••''p ' role .■ 

• mapped across the states as sumo the/ o;’ priiate cities, 

-A,-,'''/;.' The role of cities in developing Countries, thus 
.'V' .'doiay not be merely limited economic grovth and industrial i- 
zation but is much wider in terms of providing hierarchy 
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of network f->r dif fusion' of 


ciai institutions and 


techn. iL chan.'^e 


Yet, i is serve 


that there are cmsirierabLe economic advari; 


igg lomera oioix economics 


For instance, a study of 1 


eveloping ccuntries by K.Meera 


showed that there 


trong positive association betv/een 


rowth perfom^anee and increasing privacy 


The questions, like, vfnether there are in an overall 


c economies of scale v/ith respect to city size, or 


whether 


oora oration econom 


ncrease with the city size 


in the context of Indi 

the 

n fives no clue to/pat' 


This is because 


.nswere 


tern of industri 


alization across the citi 


But the evidence in the case 


pod countries is quite revealing. David S 


that c^'instant returns 


ifferent sized 


it tem of the 


Lemeration effect 


iuction funct-.on for the La: 


makes units of 


,uctive in these 


aL and Labour B per conu more pro 


;ain in the context 


cent increase in Labour 


.Richardson mentions that behaviour of 


pr: ductivity 


ontroprenevTSsuegGSts that the relative productivity arising 
out of aggLomeration ecenomi. o.i is even greater in ^developing 
countries, v/hich more thr.i: counter- balance non-monetary 
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Mfithod. ConceD 


In the earlier narrt.,, ion we outlii... the rale which 
agglomeration eco' omics play in the 3. cation oi iiidustiidl 
activities. We believe that this factor (aggD-Oineration) > 
more than any other, explains concentration ol economic 
activities in metropolitan centres and largo cities. We» 


therefore, hypothesise that primacy in a region is a 
significant determinant of economic and specifically manU' 
facturing activity in a region. In this part, v/o tesi; 
this hypothesis with the help of data relating to fifteen 
states in the country over three points of time - 19^1, 
1971 and 1977-78. These fifteen states include - Andhra 


Pradesh, Assam (excluded for year 1977-78 due to non- 
availability of data), Bihar, Gujarat, Haryana, Karnataka, 


P radesh , Maharashtra , Oris 


Punjab 


Eajasthan, Tamil Iladu, Utter Pradesh and V'est Bengal 


manufacturin 


In our empirical analyst 


activit; 


has been included ir t 


alue aaaea by i*ianuiacturing 


Sector. We include both toual and large scale manufacturing 
as well as per capita value added by manufacturing in our 
analysis as dependent variables. 


In addition to testing the effect of p 


manufacturing activity; we 


■Iso test the effect of urban! 


The percentage of urban 



population in total population of the state is taken .to 
represe. t the level of urba .sation in a nf te. Primacy 
has been measured "y the share of cert -'in number of largest 
cities in total pupulatiou of the state. We have used three 
variables for measuring concentration of population in a region 
chare of largest city, share of three largest cities 
and share of lakh + cities in total population of the country. 
We also included share of these variables in urban population 

of the state as alternative explanatory variables. 


D!^ta ; Sources a.nd Limit at iO-I kS : Data on value added 
by manufacturing in various states have been collectea from 
Beserve Bank of lu^^ia Bulletin. Data on large scale manu- 
facturing have been obtained from various volumes of Annual 

2h ' ■ . ■ ' ' 

Survey of Industries, The data on population (Total and 
urban) relating to various states and cities have been 
obtains' from various censi * volumes for y'-'rs 196I, 1971 

25 

and 1981 # - 

Tj , ■ » ‘ 1 110 .by „ 

,ir W 4. W V,.'- 1 '■' ■ . ... 

derived dy dlvi-lli’g the val' e added hy manufacturtaE hy the 
population of the state. Vihereas the population figures 
used for years 1961 and 19?1 have been taken from the oensui 


derived by 


populat 


used 


the ones usoa for the year 1977-78 have been derived by dividing 
by data on State Domestic Product by per capita State Domestic 

Product. 

The oheioe of the years In the study was constrained 
by the avallabUlty of data on independent variables. We 


m 



faced a problem in relation to data for tne 
of time in our analysia Whe .as the latest ear for which 
data on value adde-'^ by manufacturing was available was lo r 
the year 1977-78., no' corresponding data on iuaependent 
variables was available. TV.e data on population variabl-os 
was available only for the year 1981 alone. VJc therefore 
used the popud-ation data of 1981 as a proxy variable for 
those of 1977-78. Since the data on independent variables 
in our analysis relates to share of various vailabics in 
total/urhan population^ believe that using 19o1 data as 
a proxy for 1977—78 \sjoultt not mano signiiicant aifforcncc to 
the value of the concomed shares. This however remain^ oiiij 


of the limitation 


Another limitation of the data relates to the fact 
of use of value series. at curtent prices. Though we reco 
gnise t^e superiority of us-ng constant pr'^-o statistics 
this case, the current price data was used because of non 
availability of senarate deflators (for fi.l'lreni states) 


for deflating value added by manufacturing in variou 


the use of constant uricc data 


Under these circuinstar 


will not madte any significant difference to our i 


ion 


results 


hypothec® 


mentioned in earlier para 


were to.sted 
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' "" + H X -j 

■ = 1 — 4 ; 3 - .11 

Inhere 

4^ -- vc.l\'-:' icidor'i by manufacturing (Lotal) 

ip = value added bj manufacturing (largescale) 

= per ca.pita value added by manufacturing (total) 

capita value added by manufacturing (large- 

scale) 

X^- = share of urbai?feopulation in total population 

share of largest city in total poiDUlation 

X,^ = share of largest city in urban population 

3^ = share of three largest cities in total populatio:: 

Xj. = share of three largest cities in urban populatic:' 

plus 


bo =-- 

share of laid]/ cities 

in total 

population 

plus 


b1 = 

share of lakiy cities 

in urban 

population. 

In add 

Lition to the above, we 

3 tested 

the fo llo vhLng two 


other relationships : 

/ I 

V, = li\ + y , 

i = 1 — -4 ' 

where 

X^2 = s4are of second and third largest city in 

total population and :V: ■ 

X> ^ = share of second and' third largest city in urba;: 
13 


population 


12 



The so two exercises were carriea oi 
the irr. '\ct of variable into tw. 

the significance of the two variables sop: 

The results of; our regression oxer 

in Tables lA to 3^. As caiP be seen from 
though R*” in no case exceeds 78 ana in sc 
low as 23, the association between the ac 
pendent variables (aS judged by F statis^ 
the cases is ciuite significant. In the , 
we analyse the results of the regression 


:lese 


primacy/uroanxbauj-uii — 

the cases , level of value added by total manufacturing w 
etplained bettor by primacy than by urbanisation. Ifowov 
ooeff'oients of all the a-nlanatory variables except the 
of X , X.,, and X .^2 were significant at 1 per cent level 
Of sL*iflbanco. ^The coefficient .of X^ for 1977-7S was 
slgnl "leant at 5 per cent lovol of significance and the 
r. . . ■ ..up -.r f 1 Tl iQbll and X... v/crc stati 


Farthe r 


13 


(at 1 per cent level). This vrould ijuply that tlie share of 
second 4 third largest ci ./ in total popvl ition of the 
state in 1961 had - negative iiip)act on total manufacturing 
• activity in the state. Vfc fail to e^qjlain this result. 

For all the years studied: the equation heving the 


best fit \v'as 


A 

t + I-’ X, 


Largo Scale Manufacturing and Primaev/Urhanisation 

As in other co.ses, the only variables v^hose coefficients 
were not significant were and (see Tables l-B, 2-B 
and 3”3). By Y) 77 -' 7 ^ however the coefficient of X^^_, had 
become highly significant. All the coefficients had 
expected signs except that of X^ 2 ^1961 x^hich was stati- ; ■ 

stically insignificant. 

For the year 1961? the best estimated equation was 
and for the year^1/?1 end 1981 it was 

x;hic:i gave the best results , 

For the year 1961, whereas coefficient of X^ was 
highly significant that for X^^ significant. 

Per Capita Value added bv manufacturing (Total and 
Large- scalo'i and Primacy/ Urbanisation : In case of both these 


relationships all the coofficionts of variables except those 
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of ^13 lybi ani 

significant. Further all 


coofficiont of vhich was 


oai's concc-'T.oa 


ostimatod oquati u' 


wore 


goori roSUj.t 


rliich gave 


The other equation 


wore 


From the ahovo, wo can dcrivo some goiioral conclusions 
relating to explanatory pov/ors of various indopondorit variables- 


elected 


1 * Among the various indicators of primacy 


cent of total 


faro hotter tVian those ex 


populatio 


cont of urban popul 


ho explanatory power o 


voriahlos in relation to the deDcndor.t variables X 


and Xy.had tho highest explanatory po\;or in relation 
to large scale manufacturing in all the years. SimiJ ar 


shows hotter relationship icith r 
capita variables .'than with others. 


In 1961 the Variables 


ins iginif leant 


variables or variable 


irrpact or 






manufacturing activity. Those variablos overtime 
h''Carao more signifiernt especially in relation to 
per capita manufacturing activity. 


txmclus-Lon 

I:^c above analysis shuws urbanisation and primacy to 

bo irmportant variablos in the determination of industrial 

'activity in a statu. Among the various indicators of primacy 

selected, all indicators when o3q)rossod as a per cent of 

total population fare better than those oxT3rossGd as per Cu-nt 

of urban population. Between the tv/o OOTlanatory variablos 

urbanisation and primac>*primacy (as oxpressod in terms of 

share of variable in 'otal population) , turns out, to be a 

more importa.nt variable than urbanisation. Among the- various 

indicators of primacy, it is tho variables share of lakh+ 

cities raid share of first and second plus third largos t city 

. 2 

in total population which show a higher R than the other 


variablos, Wtioreas share c.t lakh + citi- 


bettor 


ozolonator of to tau. and large scale ma^^ufac taring ; share of 
first and second plus third largest city explain per capita 
manufjictui-ing (both total arid large scale) much bettor than 
the other variables. 

.Inothur interesting result of our empirical exorcise 
is the increasing iroortanco of second and third largest 
cities in explaining industrial activity of the states. In 



^ (T P^ndX ) were either insignificruit 

1961* tllGSG YariCitoloB 


Yariablos or variables having a negative ir-rart on n:xura.:„- 

■■I " jcreae rnore ei/i.i 


uring activity. Over time ,■ ,:;hc so vciva 

ficant Gspecially xn relation to oxpla..r.tion of per capita 
manufacturing activity. 

■ In most of the cases, the- explcjiatory pouvr of prirflt.cp 
has docliriGd and that of urbanisation has incroasod somev;hat 
over time. The only oxcoptions are the rolation3hi]^c betv/ecii 


urbanisation and large scale industry/ (shov/ing a doclininc 
.2 


R oYor tiiTiG ) Q.nd' botwGGii lakh + citius , nnd, per cQ.pitwi hluiu- 

facturing (showing^an increasing R over time). Primacy, 
however, continues to be a more significant variable in alrnout 
all tho cascG'. 'Our emi^irical results, thus point tcvrcirds 
the fact that urbanisation per so does not have as gr--at an 
impact on industrial activity .as does urban structure or 

concontration .of -population in a., few eitaos* -GovurBfflGiit , 

■■■■■■■■ . ■ . ■ ' , . . ■ , 

policic. of docontralisatio. might have Iv some limited success 

(as sho-vvn by declining importance of p -’inacy and v/ithin 

ana 


primacy indicators/iiicreaslng importance of sharo of lakh + 
cities and share of second plus third iargestcitios in 
total total population) but havo not been able to reverse 
the trend as yet. 

' ■ The exercise undertaken in this paper was a first step 

" ..-an the direction -of oiq^lo ring the relation beti'ecn priicxcy and 
; .‘industrialisation in Indian states, Tho results iiavu tven 
quite encouraging and indicate tho need for an indepth stUvlj' 
in this field. In view of the changing importance of prii.e.cyj 
it would also bo interesting to see tho relationship, if any, 
pp; between change in primacy and Industrial grG\;th of a regicn. 
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Determinant 


of Total MaHnf 


Independent 

Variatles 


Dependent 


Signres in parenthesS-s in each table relate to t 
values of the independent variables. 

'denotes significance of coefficient at 5 per cent 
level of significance, and ■ ■ 

'rt 10 ner cent level of significance. 



Determinants of Large-Scale Mannia 

(19bi:^ 

cturing 






De^ndent Independent 

VanlaLlS-S 

p 


^2 

_ _if549.5o + 680.85 
(2.91)*=*= 

.44 
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Determinents of Per Capita Manufacturing 
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Dependent 

Variable 


Independent 
Variable s 


3 

= 1.15 + 2.17 

( 2 . 87 )** 

.41 

8,26 

Y 

3 

= 17.52 + 5.27 

( 4 . 45 )** 

.62 

19.78 

Y,,- 

3 

= 5 . 38 + 1.97 

( 3 . 75 )** 

>54 

14,09 

Y„ 

3 

= 10.30 + 5.10 Xg 
( 4 . 25 )** 

.60 

18 . 06 : 

Y 

, ■ 

= - 21.23 + 2.02 X^ 

( 3 , 48 )** 

.50 

12.11 

J 




= 15.44 + 3.14 X^Q 

.54 

14.23 


( 3 . 77 )** 



Y 

3 

- 15.33 + 6.04 X^ + ..33 
( 3 , 61 )** ■ 

.63 

14.00 

Y^ 

p 

= - 5.78 + 2.09 +:..71 x^^ _ 

( 3 . 6 I)** 

.55 

7.33 
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Determinants of Per Capita Large Sisile Manu- 
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= -22.14 + 3*77 

(4.39)** 

.60 

19.28 


=21.11 + 6.64 

(4.96)** 

.65 

24.59 


= i4.37 + 1.68 Xy 
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.47 

1 1 .43 
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= 5.23 + 4.80 X^g 
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.65 

24,22 
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.27 

4.81 
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= "I5.10 + 2.05 Xg + 1.99 X^^ 
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6,5 : 


M'fcsyminan t s o f To tal Manufacturing (1977-78 ) 


Impendent ■ • ^dependent 
Varia.'’. 0 

= -16082.98 +■ 3791.81 
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= 23886.5 + 8525+. l!f 

(3.93)**'" 

Y3 = 23615.77 + 2259.39 .39 8.30 
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= 5527.08 +• 7760. 38>q .56 16.81 

(-t-.IG)*^ 

= -1199.89 + 2155.77 X^ .35 7.11 
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(3.60)** (.81) 

y3 = -18194.04 + 2288.19 Y^ + 390.3 Y^^ 

(2.75)** ( .18) 


R ^' p; 

.39$ 8.25 
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Table-^ . G 

Determinants of Per Capita Manufacturing 
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De-nendont Independent ■ 2 

VariabJ-e Variable . : ■ R ' F 



= -2.75 + 7.83 

(3.93)^*'* 

, ■ . 

.54 

15.51 

b 

= 97. o4 + 1^.22 
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.50 

12.85 

b 

= 100.79 d- 3*55 
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.32 

6.01 

b 

= 52.38 + 14.71 Xg 
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.67 

25.89 

I 

3 

= 46.72 + 3.86 Xq 

(2.78)** ■ 


.37 

7.74 
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= 18.97 + 11.87 
(5.30** 


.68 

28.11 

b 

14.86 + 2.97 
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= 17.26 + 11.90 Xg 

(3.96)**, 

+ 31 *87 X^2 

Y3.43)** 

.75 

16.5 

b 

= 43.07 + 3.86 X^ 4 

(2.63)* 7 

■ 4, 16 X^2 
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.38. 

3.37 
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In the economics of development the degree and the nature 
of interdependence of the different sectors of the economy have 
come to play an important role. Input-output Tables bring out 
explicitly how one sector of the economy is related with the 
others and input-output analysis shows the role of the inter- 
sectoral relations on the determination of the gross output 
levels. While planning the output levels to avoid bottlenecks 


the input-output economics, Hirschman used the intersectoral 
relations in fonnulating a development strategy by identifying 
the key sectors of the economy based on linkages between 
different sectors. In Section I of this paper we discuss the 
concept of linkages and their role in regional planning. 

Section II deals with the nature of the existing data base for 
the computation of linkages for different regions. In Section 
III we present an analysis of the linkages for different States 


%irschman, A.O., * The Strategy of Economic Development ' 
New Haven fale University Press, 1958, 
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of the Indian Union. 


A production sector is linked with the other production 
sectors of the economy in two ways. The production of a commo- 
dity requires inputs from other sectors and is linked with 
those sectors which supply inputs to the given sector. This 
sector' s output is also utilised as input by other sectors and 
in that sense it is linked with those sectors which use the 


output of this sector. To quantify these linkages the transac- 
tions that take place between different producing sectors are 
needed. Precisely this is the case of the input-output tables. 
Let X. j denote the i th sectors output consumed for production 

XJ 

of X.i units of the 3 th sector's output. 


ird Linkage ; Backward linkage is defined as Uj = ^ 
shows the extent to which a unit of sector j’s 


output is dependent on the other sectors. This is called back- 
ward because U. shows the (per unit) input that should become 
0 

available prior to the production of a unit of 3. Natural 
resource based sectors have small backward linkages. Manufactu- 
ring sectors have high backward linkages. If an industry with 
high backward liidcage is encouraged this would lead to the 
growth of input industries as the demand for them now increases- 
a case of demand creating supply. 


d Linlcages : Forward linkage is defined as ¥j. = 

100 ¥■ shows the percentage of output that is used 
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by other production sectors of the economy. This is called 
forward linkage because this shows the extent to which it can 
induce the production of the other sectors. Goods which are 
intermediate in nature and do not satisfy the needs of the 
consumers directly like fertilisers and electricity have high 
forward linkages and those goods which are largely demanded 
by consumers directly like foodgrains or textiles have low 
forward linkages. The connection of forward linkage with the 
development process is that if production of a commodity with 
a high forward linkage is encouraged it would induce the 
development of other industries in which it is used as an 
input as easy input availability gives impetus to their growth. 
This is a case of supply creating demand. 

It is necessary to point out one major, limitation of the 
forward linkage as defined above. The inter sectoral relations 
that are depicted in the usual (static) input-output systems 
pertain to only current transactions and exclude capital expen- 
ditures, Capital expenditures become part of the final demand 
vector. Thus the forward linkage of machinery sectors turns 
out to be low showing low inducement effects which is contrary 
to the reality. 

1.1.2 Indirect Linkages 

The above definitions of forward and backward linkages 
are based only on the first layer intersectoral relationships. 
An industry which has high backward linkages does not merely 
produce demand for its inputs, but these inputs in turn require 
further inputs and the process goes on. The elements of the 
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Leontief Inverse capture the sum total effect of the infinite 
layers of production process. The direct and indirect linkage 
effect is defined in terms of the elements of Leontief Inverse 
as 

n * * 

TL^ = y aij where aia = (l-aij)” ' 

T=1 

It may be noted that "the direct plus indirect linkage 
effect as defined above captures not only the backward effects 
but also something in the way of forward effects as well. It 
is welknown that the inverse of the Leontief matrix can be 
approximated by 

= I + A + A^+ 

2 

The multiplication of A matrices to obtain A etc, in the above 

involves forward linkage to the extent that going backward ad 

2 

infinitum in a closed system also captures forward effects". 
Secondly, the above linkage effect is expressed in terms of per 
unit output and the sectoral composition of total production has 
not been taken account of by appropriate weighting diagram. The 
simplest method of weighting according' to sectors sharte in total 

^Pan A, Yotopoulos and Jeffrey B. _ Nugent, "A balanced 
growth version of the Linkage hypothesis : A test", The 
Quarterly Journal of Economics . Harvard University Cambridge 
Hass ) , voi . LXXXVII , No .2, May 1973, pp . 157-171. 
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ou'tpu't is du© to Rasmussen, ■who defines ^po'wer of dispersion” 
index as n n 


This index consists of '’normalising” the direct and indirect 

linkage TL^ with respect to the number of sectors (n), the column 

sum of interdependence coefficients (^Taij-^) and the average of 

i 

all interdependence coefficients ( x ai.i-^) . In other words this 

index gives the ratio of the average, direct and indirect input 

dependence of the specific sector j on every other sector i to 

the average direct and indirect input dependence of any other 

sector on any other sector in the total economy. The measure Y. 

' ^ 

is convenient in interpreting the linkage coefficients as it me- 
asures the effects of increased output of one sector relative to 
those of all sectors. If the value of for a sector is 


smaller than unity, then the sector transmits only weak output 
inducements for the economy. On the other hand if the value is 
greater than unity, then the sector transmits above average 
inducements to other sectors. 


Hie above direct and indirect linkage effect has been 
termed in literattire as "direct and indirect backA?ard linkage" 


effect and analogously "direct and indirect forward linkage" 
effect has been defined as the row sum of interdependence cO' 


■^.N. Rasmussen. Studies in Intersectoral Relations , 
North-Holland Publishing Co., itosterdam, 1956, pp, 133-155 
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efficients or the elements of Leontief inverse of input- output 
coefficients matrix i.e, ( ^aiQ*) and further its normalised 
version has also been defined by Rasmussen termed as "index of 
the sensitivity of dispersion" or "forward power of dispersion", 
However, defining direct and indirect forward linkage effect 
using the elements of A* on the analogy of backward linkage, in 
our view,' is logically unsound and is not really meaningful 
though a number of researchers have worked with this measure.^ 
While the inverse elements of a given column used in the back- 
ward linkage concept are additive, the elements, of a given row 
are not so. Ihe greater the number of sectors into which 
an economy is divided, the greater will be the sum of inverse 
coefficient element in a given row, while the column sum is 
independent of the number of sectors. Even dividing the sum of 
row elements by the number of sectors is not- of any help unless 
it is assumed that all the sectors are equally important, an 
assumption which is far from reality. Thus to devise direct 
and indirect forward linkages on the analogy of backward linka- 
ges is not logically correct. Rasmussen who devised these 
simple measures was careful in interpreting the measure and 
clearly pointed out the limitations and suggested a weighted 


^ide for example Wuu-Long Lin and P. A, Yotopoulos, "T 
Linkage Analysis in Development Planning", The Agricultural 
Development Council inc. Curriculum and Teaching Materials, 


^Vide for example V.R. Panchamukhi, "LirikagG in Industrie- 
lisatiriTT A Study of Selected Developing Countries," Journal 
of Develoornent Planning, United Nations, New York. 



measure for working out the forward linkages. Nonetheless, 
in the literature the sum of the inverse elements of a row as 
the direct and indirect forward linkage is used by many workers 
because of its simplicity though it lacks rational basis. 


The correct way, in our view, to evaluate the forward 


linkages is to use the direct flows of the transaction matrix 


and not the coefficients of A or A* matrix. If one desires to 


work with coefficients rather than transactions, a coefficient 


matrix constructed such that the row sum of coefficients, inclu 


ding final demands, is unity needs to be us 


It must be 


pointed out that such a ''row coefficient matrix", however, is 


not usefifL for evaluating the direct and indirect backward 
linkages, just as the familiar A coefficient matrix cannot be 
used for evaluating direct and indirect forward linkages. We 
have therefore not considered the forward linkage measure based 


2. 1 Availability of Input-output Tables 


To quantify and analyse the linkages of different states 
it is necessary to have an irput-output table for each of the 
States of the Indian Economy, If the objective is to assess 
how the linkages have changed overtime, I-O tables for two time 
periods are necessary. No set of regional tables on a comparable 
basis are available for two time periods. Hence no analysis of 
the changes in linkages could be attempted. 
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For many of the States of. the Indian Union input-output 
tables are constructed for one year cr the other by research 
workers acquainted with the particular State economy. While 
these are useful for analysing the regional economy, because 
of the differences in methodology, sectoral classification 
and reference period these tables are of limited use in compa- 
ring linkage structures of the States. For the year 1965 

” Gokhale Institute of Politics and Economics constructed 

' ' " ■ ■ ' ' ' ' ■ ■ ' ■ . ' ' 

regional input-output tables for each of the States and the 

6 

Union Territories on a uniform comparable basis. These 
constitute the data base on which the linkages were calculated 
and analysed in the next section. We outline below some of 
; the salient features and limitations of these tables. 

2.2 Sectoral Classification 

The regional economies have been classified into 86 
sectors of which 11 belong to agriculture and allied activities, 
9 pertain to mining, 60 to manufactirring and the remaining 6 
are accounted by the other sectors. The classification is 
largely based on the Indian Standard Industrial Classification 
(SIC) upto 3 digit level of classification with some minor 
modifications, A description of these sectors is given in ■ 

Appendix 1. In case of Agriculture and Mining the entire output 
is covered. The input vectors of Manufacturing are based only 
enlarge scale manufacturing based on Annual Survey of 

Venkatramaif-ih, -^.R. Kulkarni and L. Argade, Regional 
Input-Output Matrices. India 1965, Gokhale Institute of 
Politics and Economics, Pune, 1980. 
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Industries Census Reports. The requirements of the small scale 
and cottage sectors of the Manufacturing division do not get 
represented in the input coefficients. Because of the exclusiGn 
of this, the linkages based on these tables need to be inter- 
preted cautiously. For example, the oilseeds sector which by 
its nature must have high forward linkages as most of it gets 
consumed as an input in the oil crushing industry, the forward 
linkage of oil seeds calculated from these I-O tables is not 
likely to be high as most of the oil crushing units are in the 
small scale and cottage sectors of the economy. The input 
usage of oilseeds in large scale division is likely to be small 
and as such the computations are likely to show only small 

forward linkage. The coverage of the other sectors, construc- 

7 

tion, transport, etc. has many more limitations, 

2.3 Reference Year 

The input-output coefficient matrices on which the linkages 
were calculated refer to the year 1965. Using more than 15 
year old data to calculate the linkages may give an impression 
that this is an exercise in economic history. The large delays 
in processing and publishing the data, regional input-output 
tables, invariably results in the usage of such vintage tables. 
Even at the national level the latest input-output table that 
is just published pertains to the year 1973-74, 
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2.4 Prices 

The linkages are based on the coefficients evaluated at 
producers prices. As is well known, the coefficients at produ- 
cers prices are more stable and reflect the technology much 
better than the coefficients at purchasers prices. 

2.5 Inter-regional Flows 

It has not become possible to distinguish the domestic 
inputs from the inputs that are imported into the region. In 
other words if inter-regional flows also had been available in 
addition to the inter 'sectoral flows it would have become 
possible to bring out the dimension and the nature of inter- 
regional linkages in addition to the inter sectoral linkages. 
Unfortunately such data are not available and the analysis had 
to be confined to the nature of inter sectoral linkages in 
different states. 


Analysis of Linkages 

3. The Structure of Linkages in the States 
3.1 The Magnitude of Linkages 

In Section I the backward and the forward linkages for a 
sector are defined. For the economy of a region as a whole the 
magnitude of the forward and backward linkage would be the same.* 
The magnitude of this linkage (inter-industry use as proportion 
of total output) shews the degree of inter-dependence of the 

®In actual calculation there would be slight difference 
between the two as total production in a region may differ from 
the total availability (supply) . : 


SSfr-, 
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economy. The process of development, simply stated, lies in 
further processing of the primary products, so that their use 
value gets enhanced to the final consumer. A commodity, which 
satisfies a given type of wants of a consumer, goes throu^ an 
increasing number of processes as the economy develops. The 
relationship between the changing shares of primary, secondary 
and tertiary sectors with economic development is well known. 

As the secondary sector' s share increases the proportion of 
commodities that go into inter-industry is expected to increase. 
Thus the inter-industry use of commodities is expected to be 
high in the states which are relatively advanced. The table 
below presents the proportion of inter-industry use of production 
for different States in India calculated on the basis of the 
input-output tables mentioned in Section II. 

Table 1 ; The Aggregate Linkage (Percentage of Inter-Industry 
Use to Gross Production) in Different States 


their linkage in the above table. It is clear that those which 
have higher linkage are relatively more developed than those 
having lower linkages. It looks that there is a 





near one to one 
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correspondence between the magnitude of the linkage and the 
level of development. The coefficient of variation in the 
linkages works out to 35 per cent in 1965. If the regional 
inequalities have decreased since than, one expects the coeff- 
icient of variation in the linkages to, decrease. 


3.2 Direct and Total Backward Linkages 


3.2. IMagnitudes of Direct and Total Linkages 


The direct linkage tells only a part of the story and to 
ssess the interconnections at different layers of production 


ted. The 85 sectors of each region's economy is aggregated 
into 4 broad divisions viz. Agriculture, Division 2 of manu- 
facturing (Agro-based industries), Division 3 of Manufacturing 
and the rest of the economy. For each State the Direct 
backward linkage and the total backward linkage for each of 
these broad divisions are presented in Appendix 2,1. 


For agriculture at the all-India level, the direct 
linkage is 0.23 while the total linkage is 1,38. Kerala has 
the lowest linkages both direct and total (0,07 and 1.09) while 
Rajasthan and Madhya Pradesh as well, have the hipest linkages 
(0.34 and 1.57). For Division 2 the highest direct linkage 
Is for Assam ( 0 , 78 ), followed by Punjab (0.77) but the highest 
total linkages are for Gujarat (2.62) followed by West Bengal 
(2.49). The lowest linkages are observed in Jammu and Kashmir 
(0.56 and 2,03). The all-India direct and total linkages are 
0.71 and 2.34 respectively. In case of Division 3 Jammu and 


13 


Kashmir has the highest direct linkage (0.68) and Orissa has 
the lowest (0.48). The total linkage is highest in Guiarat 
(2.45) and lowest in Orissa (1.74). At the all-India level the 
direct and total linkages are 0,61 and 2.21. For the other | 

sectors Gujarat has the highest direct and total linkages while 
Orissa has the lowest. 

3. 22 Deviations in the Ranks Based on Direct ' 

and Total linkages 

The rankings of the States according to direct and total ■; 

.s' 

linkages for each of the divisions is presented in Table 2. The ; 

I 

State having the highest linkage is ranked 1. I 

1 

In case of l^gri culture and 'other sectors' there is not I 

much difference in the rankings on the basis of direct and I 

total linkages. The rank correlation coefficient in case of I 

Agriculture is 0,9946 and is 0,9892 for other sectors. There | 

exist Considerable deviations in he ranks for direct and total | 

linkages for the manufacturing divisions 2 and 3. The rank ; 

correlation coefficients are 0.9069 and 0.9368 for divisions 2 
and 3 respectively, Assam, which has the highest direct | 

linkage (0.78) for manufacturing Division 2 has one of the ! 

lowest total linkages (2.04) which is only ma rginally better 
than that of Jammu and Kashmir (2.03) which has the lowest , 

direct linkage (0,56). 

The States wiiich have improved their ranking on tot el 
linkage basis compared to that of direct linkage, both in ■ 

Divisions 2 and 3 of manufacturing are Gujarat, Tamil Nadu, | 

Maharashtra, Rajasthan and West Bengal (and also All India). 


14 


iill these are advanced States. Karnataka , and Uttar Pradesh 
have improved their ranking in one of the divisions of manufac- 
turing while have remained at the same rank in the other 
division of manufacturing. Uttar Pradesh which is one of the 
backward States shows a strong linkage structiore similar to 
that of advanced States. If this data can be relied on it 
reveals that the underdevelopment of Uttar Pradesh is more 
because of the level of industrialisation and it has a structure 
which is growth oriented. The States where the total linkage 
rank is no better than that of the direct linkage rank Andhra 
Pradesh, Assam, Bihar, Jammu and Kashmir and Orissa which are 
all backward. 

In Appendex 2.2 a table is presented showing the indirect 
input that would be demanded for Rs. 100 worth of direct input 
for each of the States for the four maoor divisions. %e 
linkage structure is such that the advanced States use more 
indirect input for a given quantum of direct input and the 
conclusions are similar to the one based on linkage deviations. 

3.3 Forward Linkages 

Forward linkage of a sector is defined as the proportion 
of inter-industry consumption of that sector' s output. The 
measure of the forward linkage of sectors can be utilised in 
the initial identification of the sectors that have a potentia- 
lity to grow in a given region* The sectors which have more 
than 100 per cent inter-industry consumption of that sector's 
(regional) output sho^ that thfer= is demand for that sector's 

I ’ ■ ■ ■ ■ : "A . ■ 
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Table 2 ; Ranks of States according to Strength of 
Backward Linkages. 


Agriculture Large Scale Large Scale Other Sectors 


Manufactur- Manufactur- 
ing ing 

Division 2 Division 5 


D 

I 

D 

I 

D 

I 

D 

I 


Andhra Pradesh 

10 

9 

6 

10 

5 

9 

9 

.9 

Assam 

15 

15 

1 

15 

3 

14 

15 

15 

Bihar 

12 

11 

10 

12 

11 

11 

2 

4 

Gujarat 

4 

4 

4 

1 

9 

3 

1 

1 

J ammu and 

Kashmir 

13 

13 

16 

16 

1 

8 

5 

8 

Karnataka 

11 

10 

15 

11 

15 

15 

11 

12 

Kerala 

16 

16 

12 

13 

13 

12 

13 

11 

Madhya Pradesh 

1 

2 

3 ^ 

4 

14 

13 

14 

14 

Maharashtra 

3 

3 

14 

9 

7 

5 

6 

6 

Orissa 

9 

12 

9 

14 

16 

16 

16 

16 

Punjab and 
Hariyana 

5 

5 

2 

5 

2 

1 

4 

2 

Rajasthan 

2 

1 

5 

3 

12 

10 

12 

10 

Tamil Nadu 

8 

6 

13 

6 

6 

4 

8 

5 

Uttar Pradesh 

6 

8 

8 

8 

4 

2 

3 

3 

West Bengal 

14 

14 

7 

2 

8 

7 

10 

13 

All India 

7 

7 

11 

7 

10 

6 

7 

7 

Rank Correlation 

0.9946 

0.9069 


0.9368 


0.9892 



D = Indicates Direct Linkage 


I = Total Linkage 
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output in the region and hence it faces no marketing problem. 

For each of the States in India the sectors "whose regional 
output is not even sufficient to meet the inter-industry demand 
is shown in the Appendix Table 3.1. The existence of a market 
for a commodity by itself does not ensure the success of the 
producing units. In a given region it may* not just be possible 
to produce some commodities like coal and crude oil which are 
natural resource based. In case of some other commodities it 
may not be possible to produce them in the given region at an 
economic cost. 

In column 1 of the Table 3.1 of the said Appendix the 
sectors for whose output not only demand exists but also the 
cost per unit is less than the all-India average are identified 
and listed for each State. Prima facie these industries have the 
potentialities to develop. It must be noted that there is an 
implicit assumption that the product-mix of each sector across 
the regions is the same. If the product-mix is very different 
our conclusions based on linkages may be misleading. Using 
all-India average to determine the cost effectiveness may also 
be objected on the ground that it is not the all-India average 
that is relevant but the average of the least cost regions that 
should be considered. In spite of these limitations, this 
criterion (more than 100 per cent , inter-industry demand and less 
than all-India cost) at least gives a preliminary idea of the 
sectors that have the potentiality to grow. 
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3 .^ Ghenerv-Watanabe Categories Based on Backward 
and Forward Linkages 

Chenery and Watanabe developed a method for inter- country 

comparisons of the structure of production using the forward 

9 

and backward linkages. In this method the sectors of the 
economy are classified- into 4 categories on the basis of the 
U-¥ ratios. shows the strength of the backward linkage and 
the strength of the forward linkage for a sector. The 
categorisation of sectors is given below. 

Chenery Watanabe classification of sectors 


By output use 

By Input type 

Final 

Low W 

Intermediate High 

W 

Manufacturing 

III Final 
manufacture 

II Intermediate 
manufacture 

High U 

High Backward 
& Low Forward 
Linkage 

High Backward & High 
Forward Linkage 

Primary Production 

IV Final 

Primary 

Production 

I Intermediate Primary 
Production 

Low U 

Low Backward 
& Low Forward 
Linkage 

Low Backward & High 
Forward Linkage 


%,B, Chenery and T. Watanabe, "International Compari- 
sons of the Structure of Production," . Econometrica, Vol.26, 
No. 4, 1958, p. 487. 




18 


At the all-India level the share of production of categor- 
ies I, II, III and IV are 294, 11%, 3794 and 5094 respectively. 

It is to be expected that the poorer regions have larger share 
of output falling in category IV and smaller share of it in 
categories III and II. The contrary should be the case with 
richer regions. The share of category IV in Maharashtra is 3694 
as against 6894 in case of U.P, The share of categories III and 
II is 2794 and 594 respectively for U.P. while it is 4694 and 1894 
for Maharashtra. 

The more interesting aspect to examine is how the classifi- 
cation of a given sector changes from one region to another. It 
mi^t be supposed that it is the nature of the commodity (sector) 
that determines the category to which it belongs rather than 
the economy in which it is produced. For example, Fertiliser is 
by its nature an intermediate commodity .and reqiiires manufactu- 
red inputs for its production. Thus irrespective of the economy 
in which it is produced it should belong to category II (inter- 
mediate manufactures). This may not be necessarily true. If 
the region either because of its comparative advantage or due to 
its backwardness in agriculture sells a large part of its 
fertiliser output outside the region it may be classified as 
sector in category III. Further depending on the level of 
development the same commodity (sector) may be classified in 
different categories, ^or e.g. wheat flour which belongs to 
Final manufacture (III) In one economy may belong to Intermediate 
manufactures II (going as an input into bread making) in another 


economy. 
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Each of the 3 digit sectors are classified into the IV v 
categories for a given state (depending on the linkage, strength 
of that State) and in Table 3 we have abstracted for selected 
states how the sectors in a State have deviated from the all- 
India classificatory scheme for illustration. The numbers 
shown under row I, column II for Maharashtra indicate that 
sectors which are classified under category I in Maharashtra 
while they are classified under category II at the kll-India 
level. The detailed table covering all the States is provided 
in the appendix. 

Both in the case of developed and backward States we 
observe heavy concentration of sectors in row III and column II. 
Many sectors which are classified as Intermediate manufactures 
at the all-India level get classified as final manufactures 
at the State level. This happens both in the case of developed 
and backward States though for different reasons. The forward 
linkage looks to be low for advanced states because of their 
high output and in the case of backward states the forward 
linkage is low because of their low inter-industry demand (for 
many sectors). In the case of advanced states deviations also 
occur from category III (low W high U) at the all- India level 
to category IV (low ¥ low U) at the state level indicating 
the cost effectiveness of these sectors. (This Is only an 
indication because it is possible that low U of the state may 
be greater than high U of all-India) ♦ In case of backward 
states deviations in quite a few sectors occur from all— Inoia 
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Table 3 : Sectors deviating from All India Chenery-watanabe 
Classification 


State 

All 

India 

I 

High 

Low 

II 

w, High w, 
u High U 

III 

Low w. 
High u 


IV 

Low w. 

Low u ' 

Maharashtra I 

X 

211, 331, 333 

X 


X 


II 

X 

X 

334, 341 


X 


III 

X 

300, 313, 321 
350 

X 


X 


IV 

120 

339, 511 

220, 231, 
280, 381, 
384, 386, 
393, 394 

260, 

382, 

391, 

X 

West Bengal 

I 

X 

331 

X 


021, 090 


II 

X 

X 

207 


X 


III 

X 

209, 233, 300 
329, 332, 333, 
350, 389 

X 


X 


IV 

X 

X 

070, 220, 
386, 393, 

381 

395 

X 

Orissa 

I 

X 

X 

X 


X 


II 

X 

X 

319, 382 


X 


III 

X 

271, 313, 331, 
332, 333, 340 

X 




IV X X X 


I X X 399 

II 150 X 205, 231, 291, 

319, 282 

III 043 211, 259, 310 710, 720 

329, 340 

IV 110 X 160, 381 X 


Bihar 
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category III to category II at the state level showing that the 
output level of "‘'these industries is low compared to their inter- 
industry use. Thus by examining these deviations it is possible 
to' identify those industries which have the potentiality to 
develop, 

3,5 Comparison of State Linkages at Sectoral 

Level 

The U-'W analysis in 3.4 is based on he strength of linkages 
at the regional level. On the basis of comparison of a region' s 
sectoral linkage with that of all-India sectors in the economy 
can be categorised. 

Let U^, U^, and represent the backward linkage for 

the state, backward linkage for all-India, forward linkage for 
the state and forward linkage for the country, of a particular 
sector. Based on these linkages the sectors in a State can be 
categorised into the following four categories. 

and ¥^3 

U^3 aifld ¥^^^ ¥^ 

^ and ¥® 4 

yS ^ yl and ¥^ 3 

Sectors in category I have higher cost at the State level 
and relatively larger part of their output is used for inter- 
industry consumption i/^ich means that their output level is low. 
i,s the cost is higher in the state it is reasonable that its 
output level sh-'Uld be lower. Sectors in category II have 
higher costs in the States and also, higher levels of output 
(higher compared to its industrial structure). These sectors do 



I 

II 

III 

IV 
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I 


Iwt- 


not deserve to be encouraged. Sectors In category III are those 
where the State has an advantage in he cost but its forward 
linkage is low. This indicates that those industries which 
use category III sectors as inputs (and also have a cost advan- 
tage) need to be developed in the State. Category IV consists 
of sectors showing the ideal combination of low costs and larger 
output. For each of the States the sectors classified into 
these four categories have been presented in Appendix tables 
3.2(a) to 3.2(d). 


4.0 Conclusion 


The following conclusions emerge from our analysis. The 
proportion of inter-industry consumption (aggregate linkage) 


is hi^er in more developed states. The changes in the coeffic- 


ient of variation of aggregate linkage of the states indicates 


whether there is a decline in the regional inequalities. More 


developed States use more indirect input for a given quantum 


of direct input. The more developed States show a better 


ranking on the basis of the total linkage compared to the 


ranking on direct linkage basis. The coefficient of variation 


for the backward linkages of sectors is lower for a more 


developed region compared to a less developed region. So also 


is the case with forward linkages. Analysis of deviations of 


regional classification of sectors from that of national class- 


ification enables the identification of sectors that have the 


potentiality to grow in a region. 


Our analysis is confined to the linkage structure of 
regions at a given point of time .and as to how the linkages 




i 


H 




1 


1 

a 

-'I 




1 


I 

1 




23 


have changed overtime have not been analysed as two point data 


are not available. 


An analysis based on quantification of linkages and their 


comparison with some norm like that of all-India has some 


objective empirical base. However, the analysis has many 
limitations especially in the context of regions within a State. 


Questions like the commodity composition of output of different 


states, the necessity of specialisation of regions, the varying 


compositions of the organised and unorganised sectors of the 


economy which affect the data base, the historical development 


of the region etc. all have to be carefully considered. The 


linkage analysis however, "is something to be added, to 
(economist-planner' s) criteria-bcx. But excessive reliance 
shoiild obviously not be placed on these rankings, based as they 

iO 

are on a mental experiment subject to numerous qualifications." 


10 

Hirschman, op.cit., p.108. 
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49 

310 

Fertilizers 

50 

311 

Basic Industrial Chemicals 

51 

312 

Vegetable Oils 

52 

313 

Paints and Vernishes etc. 

53 

319 

Miscellaneous Chemicals 

54 

321 

Petroleum Refineries 

55 

329 

Petroleum Products 

56 

331 

Structural Clay Products 

57 

332 

Glass and Glass Products 

58 

333 

Pottery and China Ware 

59 

334 

Cement 

60 

339 

Nonmetallic Mineral Products 

6l 

340 

Iron and Steel (Metal) 

62 

341 

Iron and Steel Industries 

63 

342 

Nonferrous Metal Industries 

64 

350 

Metal Products except Machinery 
and Transport Equipment 

S3 

360 

Non- electrical Machinery 

66 

36l 

Machine Tools 

67 

370 

Electrical Machinery 

68 

381 

Ship Builting 

69 

382 

Rail. Road Equipment 

70 

383 

Motor Vehicles 

71 

384 

Motor Vehicle Repairs 

72 

385 

Motor Cycles and Bicycles 

73 

386 

Aircraft 

74 

389 

Transport Equipment n. e.c. 

75 

391 

Scientific Equipment 

76 

392 

Photographic and Optical Goods 

77 

393 

Watches and Clocks . 

78 

394 

Jevellery 

79 

395 

Musical Instruments 

80 

399 

Industries n. e.c. 

81 

400 

Industries n.e.c. 

82 

511 

Electricity 

83 

600 

Industries Unspecified 

84 

710 

Railway Transport 

85 

720 

Road Transport 

86 

790 

2]rade and Excise etc. 


P.Venkatramaiah et.al "Regional Input-Output 
Matrices, India, 1965, Gokhale Institute of Politics 
and Economics, Pune 1979. 
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Appendix 2, 1 : Magnitudes of Total Linkages in 

States 


Agriculture Large Scale Manufac- Other Sectors 
turing 

Division 2 Division 3 


Andhra Pradesh 

.22 

1.36 

.74 

2.21 

.64 

2.20 

.43 

1.83 

Assam 

.14 

1.20 

.78 

2,04 

,66 

1.96 

.36 

1.62 

Bihar 

.21 

1.32 

.71 

2.19 

.61 

2.16 

.47 

1.92 

Gujarat 

.27 

1.47 

.75 

2.62 

.62 

2.34 

.48 

1.99 

Jammua and 
Kashmir 

.16 

1.25 

.56 

2.03 

, 68 

2.20 

. 45 

1.85 

Karnat aka 

.21 

1.32 

.69 

2.21 

.52 

1.94 

.42 

' 1.78 

Kerala 

.07 

1.09 

.71 

2.12 

,60 

2.09 

.41 

1.79 

Madhya Pradesh 

.34 

1.57 

.77 

2.46 

.56 

2.03 

.41 

1.75 

Maharashtra 

.30 

1.50 

.63 

2.22 

;62 

2. 27 

. 44 

1,86 

Orissa 

.23 

1.32 

.71 

2.09 

.48 

1..74 

.32 

1.50 

Punjab and 
Hariyana 

.27 

1.45 

.77 

2.45 

.67 

2.45 

.46 

1.97 

Raj asthan 

.34 

1.57 

.75 

2.49 

.60 

2. 18 

.42 

„ 'V 

1.82 

Tamil Nadu 

.23 

1.39 

.70 

2.37 

.64 

2.31 

.43 

1.86 

Uttar Pradesh 

.23 

1.37 

.72 

2.26 

.65 

2.36 

.47 

1.95 

West Bengal 

.14 

1,21 

.72 

2.49 

.62 

2.20 

.42 

1.76 

All India 

.23 

1.38 

.71 

2.34 

.61 

2.21 

.44 

1.86 


Note s 1st row indicates direct linkage & the 2nd row 
indicates Total linkage i.e. Direct + Indirect 
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Indirect Input Necessary for Rs. 100 Worth of 
Direct Input 


Other 


and 

Mining 


Manuf actur- Manuf actur< 
ing ing 

Division 2 Division 3 


InduS' 

tries 


Andhra Pradesh 164 
Assam 192 
Bihar 155 
Gujarat 175 
Jammu and Kashmir 152 
Karnataka 152 
Kerala l4l 
Madhya Pradesh 166 
Maharashtra l65 
Orissa 142 
Punjab and 

Hariyana l68 
Rajasthan 249 
lamil Nadu 165 
Uttar Pradesh 158 
West Bengal 151 
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Appendix 3*1 : Statewise Industries with Forward Linkages 

greater than 100% 


Industries with cost per Industries with cost 
State unit less than all India per unit more than all 

cost India cost 


Andhra Pradesh 

120, 

170, 

331, 

333 

Assam 

331, 

339, 

341 


Bihar 

lAO, 

150, 

170, 

311 

Gujarat 

170, 

233, 

300 


J ammu and 





Kashmir 

331, 

350 



Karnataka 

130, 

285, 

311, 

312 


350 




Kerala 

140, 

233, 

332 


Madhya Pradesh 

300, 

331, 

333, 

341 

Maharashtra 

110, 

140, 

233, 

340 

Orissa 

110, 

319, 

339 


Punjab and 





Haryaiia 

140, 

170, 

312, 

319 

Rajasthan 

319, 

340 



Tamil Nadu 

110, 

140, 

205, 

312 

Uttar Pradesh 

140, 

170, 

300, 

312 

West Bengal 

140, 

311, 

312, 

331 



180, 

340, 

311, 

350, 

319, 

382 

321, 

332 


205 , 

311, 

340, 

310 


350 


- 





140, 

259, 

331 

340, 

350 


140, 

209, 

311 



332, 

313, 

333, 

339 




150, 

382 

170, 

205, 

340, 

350, 

350 

170 






333 






209, 

350, 

382 



340 

233, 

291, 

311, 

313 



332, 

333 




350 

331, 

340 




339 

331, 

333 





211 



l^ectors where Backward Linkage of State is 
lower than in Lll-India and Forward Linkage 
of State higher than in Lll-india. 


Andhra Pradesh 041» 042f 120, 205, 239, 280, 321, 331, 360, 

383, 393, 399 {12 Sectors)^^^ ^^^^^^ 

^‘ssam 043, 280, 319, 331, 339, 34l, 360 , 400 (8 

Sectors) 

Biiiar 070, 150, 170 , 202 , 241, 333, 342 , 350 , 350, 

399(10 Sectors) 

Gujarat 170, 207, 209, 233, 239, 24l, 271, 293, 300, 

310, 319, 321, 339, 342, 370, 382, (16 
Sectors) 

Jammua and Kashmir 031, 231, 319, 331, 334, 339, 400 (7 Sectors) 

Karnataka 205,239,280,300,311,312,331,332,341, 

350, 360, 370 , 393, 399, (l4 Sectors) 

Kerala 031, 04l, 140, 150, 170, 207, 243, 332, 334, 

339, 360 , 511 (12 Sectors) 

Madhya Pradesh 069, 120, 150, 180, 241, 243, 300, 310, 331, 

333, 341, 350 , 370, 383 (14 Sectors) 

Maharashtra 170, 203, 207, 211, 220, 251, 271, 291, 329, 

331, 332, 334 , 341, 370, (14 Sectors) 

Orissa 319, 339, 342, 400 (4 Sectors) 

Punjab and Oil, 031, 170, 207, 243, 260, 280, 293, 300, 

Haryana 312, 319, 342, 393 ( 13 Sectors)^ 

Rajasthan 209 , 280, 319 , 350 , 383 ( 5 Sectors)^^ ^^^^^^^^^ ^ ^ 

Tamil Nadu 070, 110, 150, 202, 205, 24l, 280, 312, 329, 

341, 350, 361, 385, 392 (14 Sectors) 

Uttar Pradesh 140, 211, 231, 239, 251, 271, 300, 310, 312, 

334 , 339, 342, 393, 400 (l4 Sectors) 

West Bengal 021, 043, 140 , 220 , 239 , 259 , 291, 311, 312, 

331, 360, 393 (12 Sectors) 
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Appendix 3.2(b) s Sectors ^lere Backward Linkage of State is 

higher than All India but Forward Linkage in 
the State is lower than All India 

i-indhr a Pradesh 031, 069, 080, 090, 110, lAO, 203 , 20 6, 207? 220 

243, 252, 27i, 291, 312, 339, 341, 389, 391, 
394, 400, 511, 710, 720, (24 Sectors) 

Assam 041, 042, 140, 207, 239, 252, 260, 370, 511, 

720, (10 Sectors) 

Bihar 042, 043, 069, 180, 206, 207, 211, 243, 259, 

271, 280, 329, 331, 334, 339, 341, 370, 383, 

385, 400, 710, 720, (22 Sectors) 

Gujarat Oil, 04l, 042 , 202 , 203 , 220 , 231, 243 , 260, 

333 , 341, 384, 393 , 400 , 511, 720(l6 Sectors) 

Jammua and 041, 211, 259, 291, 384, 720, (6 Sectors) 

Kashmir 

Karnataka 031, 042 , 044, 150, l60, 180 , 203 , 206 , 207, 

208, 209, 212, 213, 220, 259, 291, 334, 381, 
400, 710 (20 Sectors) 

Kerala 204, 233, 252, 300, 310, 319, 333, 399, 710 

(9 Sectors) 

Madhya Pradesh 205, 206, 212, 231, 239, 251, 259, 311, 312, 

339, 384, 511, 720 (13 Sectors) 

Maharashtra 031, 042 , 206 , 243 , 280 , 310 , 312 , 321, 350, 

360, 391, 392, 393, 399, 400, 511 (16 
Sectors) 

Orissa Oil, 207, 220, 251, 313, 331, 332, 34l (8 

Sectors) 

Punjab and Haryana 041, 043 , 080 , 206 , 209 , 211, 212 , 239 , 339, 

341, 360, 361, 370, 384, 391V 710, 720 (17 

Sectors) 

Rajasthan 04l, 042, 120, l60, 170, 180 , 205 , 211, 212, 

239, 259, 342, 384, 391 ( 14 Sectors) 

Tamil Nadu Oil, 080, 140 , 207 , 259 , 260 , 291, 300 , 333, 

334, 394, AOO, 710 (13 Sectors) 

Uttar Pradesh 043, 090, 203, 205, 206, 213, 214, 232, 241, 

243, 259, 280, 293, 311, 332, 341, 384, 395, 
710 (19 Sectors) 

110, 205, 212, 214, 231, 232, 252, 260, 271, 

280, 300, 313, 319, 333, 341, 370, 382, 389, 

394, 400, 511, 720 (22 Sectors) 
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Sectors where Forward and Backward Linkages 
in States are higher than in All India 


Andhra Pr ade sh 

Assam 

Bihar 

Gujarat 

J ammua and 
Kashmir 

Karnataka 

Kerala 

Madhya Pradesh 

Maharashtra 

Orissa 

Punjab and 
Haryana 

Rajasthan 
Tamil Nadu 

Uttar Pradesh 


011, 021, 180, 209, 231, 260, 310, 311, 319, 

332, 333, 340, 342, 350, 379, 381, 382, 385 

(18 Sectors) 

070, 205, 231, 311, 340, 350, 385, 399 (8 
Sectors) 

041, 090, 120, 205, 209, 231, 251, 252, 260, 
291, 319, 332, 382, 511 (14 Sectors) 

021, 069 , 070 , 080 , 090, 140, 180 , 251, 252, 

259 , 280 , 331, 340 , 350 , 360 , 36l, 383, 391, 

399 (19 Sectors) 


140, 

209, 

280, 

311, 

350, 

(5 Sectors) 


021, 

070, 

080, 

090, 

231, 

252, 

260, 

313, 

319. 

333, 

339, 

340, 

342, 

385, 

511 ' 

( 15 Sectors) 

080, 

090, 

205, 

231, 

280, 

340, 

350, 

361, 

391, 

(9 Sectors) 







oil. 

021, 

031, 

041, 

042, 

070, 

207, 

209, 

220 , 

260, 

271, 

280, 

319, 

360, 

382, 

385, 

391 , 

399, 

400 

(19 Sectors) 






Oil, 

021, 

069, 

070, 

080, 

090, 

110, 

140, 

202, 

209, 

259, 

311, 

333, 

340, 

342, 

361, 

381, 

383, 

386, 

389, 

(20 

Sectors) 





070, 

110, 

180, 

209, 

231, 

291, 

350, 

370, 

382 

(9 Sectors) 







069, 

090, 

140, 

231, 

232, 

233, 

251 , 

291, 

311, 

313, 

331, 

332, 

340, 

382, 

385, 

399 1 

(16 Sectors) 


Oil, 021, 031, 069, 070, 207, 231, 271, 332, 
333, 339, 340, 360, 370, 399 (15 Sectors) 

031, 043, 044, 069, 090, 231, 232, 239, 251, 
271, 310, 313, 319, 331, 332, 339, 340, 342, 
370, 383, 391 (21 Sectors) 

Oil, 070, 170, 

331, 333, 340, 

399 (19 
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iiPPGnGlx 3«2(dj i Sectors wliere bcth Forward and Backward 

Linkages in States are lower than in All 
India 


Andhra x^radesh 

070, 170, 208, 211, 334, 36l, 384, 386 (8 
Sectors) 

Assam 

Oil, 021, 031, 069, 080, 090, 110, 130, 209, 
251, 321, 329, 381, 382, 384, 386, 710, (l7 
Sectors) 

Bihar 

Oil, 021, 031, 080, 110, lAO, 160, 208, 220, 
232, 310, 321, 340, 360, 381, 384 (l6 Sectors) 

Guoarat 

031, 130, 150, 205, 311, 312, 332, 334, 381, 
385, 392, 394, 710 (l3 Sectors) 

Jammua and 
Kashmir 

Oil, 021, 042, 069, 070, 080, 090, 251, 511 
(9 Sectors) 

Karnataka 

Oil, 041, 043 , 069, 120, l4), 170 , 202 , 204, 
214, 232, 243, 251, 271, 36l, 382, 383, 384, 
391, 392, 720 (21 Sectors) 

Kerala 

Oil, 021, 042, 043, 044, 069, 070, 203, 209, 
232, 239, 251, 260, 271, 311, 331, 34l, 342, 
370, 381, 384, 400, 720 (23 Sectors) 

Madhya Pradesh 

080, 090, 110, 190, 170, 202, 208, 211, 232, 
334, 340, 342, 710, (13 Sectors) 

Maharashtra 

120, 205, 208, 214, 231, 232, 233, 239, 252, 
260, 300, 313, 319, 339, 382, 384, 385, 394, 
710, 720, (20 Sectors) 

Orissa 

021, 031, 041, 042, 069, 080, 090, 120, l40, 

205, 260, 271, 280, 310, 333, 334, 390, 360, 

383 , 384, 394, 511, 710 , 720, (24 Sectors^ 

Punjab and 
Haryana 

021, 042, 070, 202, 205, 271, 310, 333, 334, 
350, 383, 400, 511 ( 13 Sectors) 

Rajasthan 

080, 090, 140, 232, 243, 311, 334, 34l, 382, 
400, 511, 710, 720 (13 Sectors) 

Tamil Nadu 

021, 041, 042, 170, 208, 209, 2l4, 220, 243, 
311, 360, 381, 382, 384, 386, 389, 399, 511, 
720, (19 Sectors) 

Uttar Pradesh 

021, 031, 041, 042, 069, 080, 202, 207, 212, 
220, 291, 361, 382, 386, 511, 720 (l6 Sectors) 

West Bengal 

Oil, 031, 041, 042, 069, 070, 080, 206, 209, 

233, 329, 332, 342, 350, 381, 383, 384, 385, 

386, 391, 395, 399, 710 ( 23 Sectors) 
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Sectors deviating from All-India Chenery- 
watanabe Glassification 


Andhra 

Pradesh 


Gujarat 


Jammu and I 
Kashmir t 






Rajasthan 


Ramil and 
Nadu 


West Bengal I 
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Institutiona], f inance for inuiisi ry 


i- i'l t i « X ii 

Institutional finance has played an important role 
in the industrialisation of; Independent India. i|:»#cia3 
financial institutions were creattHl to supplCDscrit ; the 
limited resources available with individual entrepreneurs 
loday there are lour al,l-lndia financial ine tit i.t Ions 
namely lndustria.1. Icvtlofiiienl Bank of India .( HBl) , ' 
Industrial finance Corporation of Indis (IICl),’ 

Inoustrial Credit and Investment. Corporation of India 
(IClGI), Infiustrial he.constriicticn Corporation of India 
(Il.Ci),: three Invest, meat corrjorationft viz. life InSv. ranee 


(Il.Ci),^ three Invest, meat corrjorationft viz. life Ins v. ranee 
Corfxjration of India (IlC), linil 'Intsi of IndlaCUTl}, 
Geijcral Insurance Corporation of .India (GIC) and £tat,e 
level agencies such as otate fioandal Corpora, tlons<S'FCs>; 
and Gtate Industrial levelopnient Cor fsox’at Ions (CIICs)- 
all financing arjd promoting industries. lable 1 below 
shows percentages growth in assistance sanotlaied and 
disbursed during I 960 -BI over 1979-Bo b;;. all the , 
financial institutions excluding inters institutional .flow. 


m 


\ 

w 


% 




Growth in Assistance sanctioned anc lisbursed 
by All Financial Instl tuitions during 198O-8I . 

Periods Aprll-Karch t in iercenf.a 

y,ai:!C.tlfi.ns I Is burs 

1 liBi 21 ,0 35,9 

2 IP'Cl 53.5 19*4 

3 ICICI 53.0 24.8 

A lie. ■ 3£.g 59' .8 

5 bli . 4 J +,7 « 20.2 

6 Gic #. 53 «^ - 15.4 

7 IBCl '23.7 . 34.3 

8 bf'Cs .43,0 .34.2 

9 bliCs 39.4 49.3 

XO'iiil 26.65 31.1 


^Qurcy ; heport on CevelofKient B-anking in India I98CV8I 


Ihe financial institutions have actively i)a.rticlpated 
in Increasing the overall .invesiB)ent ..acti'vity In the countr; 
Kot only thiS| over the years the industrial sector’s 
reliance on financial assistance has also increased. , 


Table 13 next page presents data on dlsburseBimts by all the 
financial institutions to private corporate sec toi industries 
from 1970-71 to 1977-78 in relation to gross fljed capital, 
fonnation by nieciiiw and large public limited coupanles covered 
by MB I CoRjpany finance studies, the catipariies included in 
these studies are each with paid-up capital of It.'"'' laishs and 
Biore, representing the bulk of private industrial sector, 
4 isbursea.ent£ ot the Institutions to the private coriorat^ 
sector during 1970-71 was I 4 i> c:rore rupees foivlng 473; of the 





gross capital formation of tb« oompanias covered by 

KBI stodits. By 1977-78, tbla share increased . to 72?'- , 


iiole of financial institutions in Capital Formatlcai 
in^ the Organised Private Minufacturlng Sector , 


Bisburseiijent of 
institutional 
assistance to 
private sector 
coo panics 4 

(in crores of 
rupees) 


fear 


Gross fixed 
capital 
fonnation 
of raedluin 
and large 
public ltd 
companies £ 

(in crores of 
rupees) 


1970- 71 

1971- 72 

1972- 73 

197 > 7 ^ 

197^75 

1975 - 76 

1976- 77 

1977- 78 
1978.79 

1979- 80 

1980- 81 


4 covers MI, IfCI, ICICI, BIC, Cfl, IHGI, SfCs. BIDs. 

In both colusin ( 2 > and (3) loint and co-operative sectors 
are included. 

£ Ibe capital fonoation data given here relate to HBI Company 
Finance Btudles of mediiaH and large public limited companies 
each with paid-up capital of |fr .5 lakhs and more. 

K-ii. Bot available. 

Sources Report on development Banking in India 198O-8I . 



Coroparing tfoa mnounts of annual (Jlstouraeroantfi laadie by' 

(11 tb® financial institutions to the private sector with the 

oBounts of capital raised by companies in the' capital market, 

iiwilar trend may be noticed. Itoe ratio of amounts raised in‘ 

,he capital market by corapanlee to Institutional disburs aments' 

ms 1*3»1 in 1975-?6. It had lncE-eas«d to 1*6#6 (almost double) 

»y 1979-SO. Table III presents the growing rol® of institutional 

'inance in relation to capital market borrowing by the private 

lector. i . , . . " 

Institutional Assistance in Eelation to Capital 
Raised by ccmaipanies against consentB/acknowledgament® 
of proposals. 


fear Disbursement® by Capital ( 2 ) as a 

institutions to raised £ ratio of 
private sector ( 3 ) 

companies + 

.1) ' (2) (3) 

1975-76 365 117 3*1 

»976-77 Mf1 168 2,6 

!977*7e 5^ 170 3,2 

1978 - 79 70 E ^183 ^ ^ ^ ^ ^ 3.8 

1979- 80 91^ 138 6.6 

1980- 8I 1l6if M.A. > 

riii^ tution7c'o®m^^ " arT'iai, ■li'CI, ICICI, LlC, UTl, mci, 
SfCs, SIDCs. 

£ Capital raised relates to the issue of equity, preference 
shares and debentures by n«if and existing public & private 
limited, Government and Kon-Gov#mment companies against, 
consents/ acknowledgement of proposals under Capital Issues 
Contiol. 

H.A. Fct a'vailablo* 

Holm Column (2) i-elates to the fin.juclal year, coliaan ( 3 ) refeis 
tc the calender year ( for ©*g. 1975-76 relates to the 
calender year 1975). 

:> our CBj Report on Dovclopuent Banking in India 19B’0-8l. 


Capital 
rslsed £ 


( 2 ) as a 
ratio of 

(3) 


(2) 

(3) 


365 

117 

3*1 

Mf1 

168 

2,6 

5^ 

170 

^ 3.2 

70h 

. 183 ' 

, 3.8 

91 ^ 

138 

6,6 

1l6if 

K.A. ' 

. m 





Ur>doiibt®'CSly, ln®tdtiitional I' inane tog ia playing an 
important role in tht promotion of Indoatries* let os no¥ 
torn oor attTOtion to regional dispersal of fonds by these 
institutions. It has been widely held that the already diyeloiMd 
states manipulate and receive most of .the institutional 
assistance. As a result, the benefits of institutiorial fimnee 
are directed towards .a selected few and regional disparities 
heaps widening against the go'vermaents* declared . policy of 
balanced regional developaents. The data, however, ®how^ that 
over the years the share of the states notified as industrially 
backward by the Pande Committee has increased both in institu- 
tional assistance, ©ancticsoed and disbursed. . Arranged in 
ascending order of indu®t.rlal developient, the notified backward 
states are Nagaland, Jaaniiu and Kashiflir, Orissa, -llttar Pradesh, 
Assam, Madhya Pradesh, Ea las than, Bihar and Andhra Pradesh. 

The percentage share of dSK, Orissa, Andhra, Baiasthan, 

M&dhya Pradesh to total assistance sanctioned has increased 
substantially from 196if-65 to 1980»61. while that o.f U#P. shows 
a mixed trend with substantial increase during- , 1:975-76 to 
1977-78. The share of NagalargS remainwS negligible all through. 
Only the share of two baclward states* Assam ind Blhar* 
bad fallen. . ■ . 

The overall position. also shows an increased percentage ■ 
share of these nine backward States in total sanction®. Their 
share ha- increased from one fourth’ to appro jdlmately on# third- 
Hrtwvni 1069-74 and 1980-81 . The share of these states In 
disbursement of assistance has also touched a ^ percent mark 
in 198 O-BI as compel cd to 26 ptreant during 15^9-7*+ « l-'isburae* 
Bjent of i'undfi almost follows the pattern of sanctions with a 
time lag. 

, , ■ ..6 



While the share of industrially backward states in 
total institutional finance baa gone up over the y®ar®> that of 
industrially developed state® vis ^Maharashtra^ Gujarat* Weat 
Bengal, Ximilnadu, Karnataka, has reglstertd a fall. Maharashtia 
contributing about one-fourth of total industrial productlcm, ’ 
had accounted for aliaost one-fourth of total assistance sanc- 
tioned during 1-969*745 it bad dropped to 1^ by 1977-78, after 
an increasing trend durii).g the follov^lng throe years, its 
share stabilised at about 21^ by 1980-8T. The cuaulatlv® share ■ 
of the state upto March end. 1981 was also 21 ^. Gbailarly, the 
share of Gujarat has fallen from 13*2S|C in I969-74 -to IO..095I' in 
1980-81. Slroilar trend was noticed in the case of Taiailnadu, 

West B«gal and Karnataka. Table IV presents .the percentage 
share of different states in institutional asalstance sanctioned 
and disbursed. 

Baring Assot, in -all other backward statss ptr capita 
assistance sanctioned and disbursed has also in cress td. In, 
1976-77* all thes® states had par capita sanctions and 
disburaesaent below all India avtrage (see tabl© ¥). By-1980-81, 

atleact three states had crossed the all India 8vert|e. 

The above analysis clearly shows that the all- India 
finoncial institutions have tried to disperse industrial 
assistance (funds) in a modest way. Keiatively more and ffior© ,; 
funds ar® being diverted towards leaser industrialised states. 

No doubt, much more is' desired and', is yet 'to 6me\r - 

It may be pointed out that the financial instituti«@ 
by themselves -cannot overhaul the systm. An integrated 
approach is essential. There are three most liuportant plausibl-a 
factors responsible for any states’ share in industrial 
assistance t ■ . 




C .1) Idcences issued for sitting up iriduBtr:/ In that area 
(11) iWallability of ©fttrepreneurs bringing viable project® ■ 
for aaslstanc® 

(ill) governments contribution in Industrial developjtnt 

A quick look at the atatc-wisfl distribution of 
industrial, licencis issiwsd during 1.953“l9&f reflects a bias in 
favour of industrially developed sts its,, Th© situiticrj is 
depicted in table ’Vlv Xhe proportion of licences issued to 
indust rial) y developed statea is declining over the years, stil3 
about two third lie eric as are go ing^ to these states, . once they 
have licence their legitimate claJn over tbs aesl^tence from 
institutions le . ©itabllsbed .and IrArariably more funds, dtspite 
institutional resistance, get pumiwd into already developed. 


state 


. . '■ >; htate-wise itlstilbution of Hiraber 

qI' inuus trial Licences Issued during 1953*i 
(Figures are percentages to All- India total) 


Cupto 

Oct 


West Bengal 
T sun 13 Nadu 
uujarat 
Liaharasht.ra 
fun Jab 
iiaryana 
Karnata'i^a 
Kerala 


70. b 7'i.6 7b,> 09 ..: oh. 




Eiaiis 

B..ackMarja,.:. 


Andhra Prtdtsh 2.8 
Bihar . 2,9 

Bajasthan 1,3 

M adhya, Frade® h 1,7 
Ass&sn 1 ,0 

U.F. ; 7, If 

Orissa 1,3 

J &. K, 

Kagaiand 

iotal 

Himachal Fradesh 

0.1 

Manipur 

Maghalaya 


Botesj 

* 

# Inc ludts figures only, for the first half of- 197^ 


N.A. Bot available 

fecaarces Backward Arast Bwelopwents fetrategit® & follci®®| : 1®!/^ 

New Balhi and ; : 

In addition, the entrepreneurial skill is more dtvtlopiKJ : 
in developed states .and the states govsrnroents art also draw^ihg , 
up their plan® so as to assist ©ntreprmeurs within their territo- 
ries. All these factors affect th€? institutions effort of 'wider 
dispersal of industrial assistance. Though there is a long way 
to go yet.it migr be said to the credit of financial Instit'utlons 
that they art moving in the right direction. 
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Patterns of Inter-regional Industrialisation In India : 

A Retesting of Linkage Hypothesis , 

Dinesh H. Aiwasthi^:: t 

Choice' of 'balanced' or 'unbalanced' strategy of grov'jth/ 
v/ith particular reference to an under-developed economy/ has 
arousec: a lot of controversy.^' Though there still exist ambi- 
guitiSvS regarding its definition; . balanced growth strategy, 
in general/ refers to a 'wave of new. investment in different 
branches of productions simultaneously, (Rosentien Rodan 1943, 
Nurkse 1953, Lewis 1956) creating thereby moe external economies 
and enlarging the markets through mutual support. Unbeilanced 
growth strategy, on ihe contrary/ involves a skewed pattern, of 
investment where the sectors with high linkages take the lead. 
The role of inducing other (lagging) sectors to grow faster, . 
is assi'ned to these leadir sectors., (Rc^'-’ ow 1954/ Hir^schman 
1958). The resoumes, therefore, are contentrated in a. few 
sectors and the dev'-lopment jiDcess is seen as .'sequential', 
(HjLrsch.an p.78, 1961). , ■ 

Thr-se two strategies of economic developnent have been , 
generally considered mutually exclusive. This, however, has 
been questioned by some writers, v/ho view these strategies as 
complimentary to each other. (Sen/ 1960-, Nath 1962, Bhatt 1965, 
Mathur 1966) . 

Associated with Sardar Patel Institute of Econonic and Social Rosearen^ 
Ahnedab-ad. The author , -gratefully acknowledges the valioable .gua. lance given 
by Prof'. S.P.Kashyap ard Prof. a.V...S.N. Ifety. Thanks are due be V.B. 
Tulasidhar, ‘Rakesh Basant anl Jeemol Uhhi for their help and val-uable 
corr,r>ients on' tlib earlier draft. Computer assistance provided by Shri f'.V. ■ 
Pantulu is also thankfully acknowledge'^'. Remaining, 'errors in the paper.. . 
are, however, the author's responsibility, ‘ . ' 
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Attempts have been made to empirics lly test the viabilit y 
of the hypotheses regarding the two growth strategifi'S . Cross-. 
section data for various countries, and inter-temporel data 
for individual countries .have •b'eeh epa lysed for this purpose. 

The conclusions drawn by these studies , however, are contradi- 
ctapi'' and do not provide us with any consistent evidence in 
favour of either of the tvo strategies of growth. (Chenery and 
Watanabe 1958, Streeton 1959, OhliU/ 1959, Ht^es 1959, Dilip 
Swamy 1967, Chenery and Taylcr 1968, Yotopoulos and Lett. 1970). 

In the studies quoted above, lintege effects either 
had no reference or only^assing one. It was Hirschman who 
suggested making the concfpt of linkages operational. Yotopoiiloi 
and Nugent (Y-K) (1973) were the first to evolve a method of 
measuring the linkage effect. This method made possible the 
testing of Hirschman' s hypothesis s that the countries giving 
priority to the sectors having high linkages, will experience 
-/faster growth than countries not doing so. This study using 
data for various countries, concludes that the Hirschman' s 
hypothesis in its pure ferm is not validated by the available 
evidence. A reemt study (Panchmukhi, 1975) conducted on 
similar lines, exclusively for less develc'ped, countries also 
■'cchcludes that the Hirschman 's prescription has not stC'C'd the 
test' in these countries. 

The scope of the studies analysing thtse two strategies 

' ^ ' ♦ 

■ Qf. growth has generally been limited to the comparisons across 
.countries. Very few studies have analysed this question in the 
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inter-rrgional context. Studies of the latter kind may 
provid- some insight into developme'nt p^terns across 

q ■ 

regions within a country. 

Studi€>s by Gupta (IS 71) and Kashyap Desei (1974) , 
howcvei^ do analyse the regional gi'owth patterns in India with 
reference to the b'"lenced - unbalanced growth strategies. 

Gupta (1971) using Chonery-Taylor (1968) frame-work concluded 
‘that the balanced growth dc.es not contribute to rapid growth 
at all ‘(p.665). This study has been strongly challenged 
on technical grounds.^ Kashyap Desei's(K-D) study, adopting 
Y-N methodology^ ccnclude that the Hirschman's hypothesis does 
not get support in the inter-regional frame' (p. 149) . These 
conclusions cm also be questioned on some methodolo^cal 
grounds : 

(a) The total linkage index defined in the stUiiy as, 

L . = A.* where A.* = (l-A. .) ^ 

rj -j- ij, -n ij 

is mis specif ied. This index is suppos ed to indicate tte 
actual linkages within the economy. Since some cf the inter- 

mediatf inputs are imported, A.t also caputres produotion 

i . ■ . ' ' ' 

linkages with other countries. This makes the index an 

/ . ' . . 5 

errcneous measure cf existing linkages v^ith in the country. 

Theoretically imports should have been netted out while 

constructing the total linkages index. 

(b) , Sectc rel differences in. the income elasticity of demand 

have also bt'<-n ignored in this study. These elasticities would 
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■ ■ • v.rr~nnrlv distributed 

I ■ • supply is 

pXav i^portant .rolB aa .... „ant. 

a^ppg different caa»ocutaes . ^ ^ determined 

. . /.Each industry T'-i for its product. * 

. i .ioitv of ccnsumer demaud tor xts P 

by the income el^S'-icity 

(Hurtee. 1953ePP.250-51); (asllfor 

row nt in the census sector (ASI) 

study uses employnr nt . 

j- o nnd sectoral ■wergits. 

calculating growth ra e = - t-ef-e across the industries/ 

. ..„=itv are Uhely to differ acres 
in the factor -t,n.rty ^ 

states, tahlng employment as P , 

'onq sectors is liKelyZ<r^i=^ 

generated in various se ■ ^ ic mere appropriate, 

n . -,AApr\ therefore, we teex. 

if or value aoclec ,, -iimf' 

Outpu. c , ' vi Vh'.sis of census sector ale no.. 

• ,. nr-r- drawn on the basis o^- 

if conclusions are|arc-wa 

. . T nc^nfs raised above, 

xn the light of the metho* lexical issu, ^ ^ 

•tioatlon of the growth pattern. 

PMs paper: ettempts a 

Xtl possihl* that the pattern of eceno* 
r in'response to the planning process initiated in 

''^"''.'d^flies, had not taten concrete shape hy the early 

' ' ■ ■ ' " ■ -.q v.xr the earlier stuuyt. , 

. . 1 ‘r. -neriod crverecl hy tne 

sixties (which 1 ^ ..,,1 may be moE meaningful. 

' Hence, an analysis of the latter period may be 

1 otlrn (TI) discusses the methddclogy; section 
The next sectp • ^\ijisea.ss^ . .pme of the 

nts tVP results andltheir implications; some 

III presents the ^ in section IV. A 

. ^ „r= „,i^ study spelled our lu == 

limitations of our sruuy ^ 

surrmary is presented along with the major cc no lus ions ■ 
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study in. the last secticn. 


Section. II - Methodology And Data Base 

Linkages in an ecrncmy arise due to the technological 
relati ns hip among its various sectors through their input 
purchase (backward linkages) and output d is pc -sal (forward 
linkages) . Hence, if a sector with high iinkages (backwarci 
and forward) is chosen as at key sector or priority sector, and 
more investment is made therein, it is assurrei that it will 
induce growth impulses in other sectors toe . 


Thus the hyp'-thesis to be tested here is that *thf region 
which complies with the Hirschman's (unbalanced) . strategy of 
growth, by put .ing more stress on the high linkage, sectors, 
grow at a higher rate than the region that clo not.' The 
hypothesis would be validated by a. significant positive 
correlo>-ion between the cvf r~ll growth f^ti &.nd Hirschmon 
compliance indiee- (PH^s). 


Polloving y-N(i973) frame-work/ we define total linkage 

-f-.K '■■■ ■.,' , t-ihL ' 

index (L. .) for i region in j sector, as : 


bij = 


where 






(i-dy) 





and m.. is per unit imported input requirement, (see table 1 
ij 

for total linkages) 
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This linkage index is based exclusively on the matrix 

7 . 

of domestic input coefficients, derived fi’om Input-Output 

table (1979-80) of the Planning Commissicr. used in the sixth 

plan.® Here we may ,;me,nt ion that national technolcgy has been 

• - ■ . , . . 9 

used as reference technology for various regions. 

The Hirschman Compliance Index (PH^^) is defined as region 
specific co-efficient of correlation Cp) between and 

region specific ' sectoral growth rates (gij) i 



gij) 



An alternative formulation incorporating^ the relative 
importance of a, sector in a region ^-nd accourt irg for 

the sectoral differences in income elasticities cf demand (Ej), 
is thus defined as : 


FH, = P(L^.E. Wjj g.-) 



The balance growth version of linkge hypothesis as 
suggested by Y-N(197 3) is also tested at the regional level, 
since 'a. sector grows differently from other sectors precisely 
du.e to existing differences' in linkage indices - all the other 
factors appropriately weighted. This is the be lanced growth 
vdrsion of the linkage hype the-fS is, which wruld predict that 
linkage-balanced cc-untries should grow over a long period, 
faster -than linkc'ige-unbelanced countries * (Y-N, 1973, p.l67) , 
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k linkage balance index for a region is defined as 


"^4 * ^ W. . (g. .4i. . G-.)' 


whore n is no. of sectors and G^ the overall growth rate of the 
♦ "bh 

manufacturing sector in region. is relative importance of sector 

j in i'*^'^ region (Value-added of sector: over total, value-added of 
mo.nijfacturing sector of region) 


A further adjustment 'so as to accoijnt for difference in income 
, . ' 

elasticity of demand (E .) between sectors may also Idesirable ...... . As 

such it might be said to combine elements of the structural change theories 
of Hirschman and Nurkso '(Y,N,i973 pp. l6S) , 


Thus the version of the .indices, . corrected for income elasticities. 


is defined as; 


^ 1' 'y \j(g. -L. .E.G.)' 

i G n i;] 3-j j i' 

^ . J- 1 


Linkage balance indices calculated from equations 3 and 4 are. reported 
in Tabic 8. 

The VL index denotes the deviation of -a region from the optimum 

■■■ / ■■ ■ i' ■ ' , ' ' . 

linkage weighted growth proportions. The .hjpjothesis, thus, will be 
validated by a negative corrclatipn between the VL^ index and overall growth 
rates (G^.). ^ The results are given in 'Tablo (3). 



We have used •ya'' -le -added data ( 1970-1 977-7S), obtained from tho 
Annual Survey of IndTjobiios, for fc.otory sector/manufacturing sector 
(Census Sector + Sample Sector)y to calculate grovrth rates and sectoral 

weights. Since the data is available at a very disaggregated level, we have 
aggregated it to match with the Input-Output table (1979“S0), used for 
vjorking out our linkages. ' Sectoral income elasticities estimated earlier 
have been used."^^ 

Empirical findings of the study are being prosentoi in tho subsequent 
section. 

(iii) Empirical Findings : . . 

It can be seen from table 3 that tho HirschmnVs Strategy in its . 
puro form ■'S not supported by the evidence. But the hypothesis is strongly 
vindicated when proper weights are assigned to the sectors accoixiing to 

thoii suai- i-- total avlun-added and sectoral incorr.; ..lasticities of demand 

also . w 

arq/inoor :)ra.ted (.as the resriLts arc poaitive and significant at % level 

, of , significanco) . , However, looking at the Hirschman conrolianco indices at 

regional/stato level, one cT oiaT-Gs low and negative values of PH. which 
indicates that many state have not follcv.red Hirschman ' 3 proscription in its 
pure form (note that coeffi, c err, is insiepiificant in most of tho cases)* 

The correlation between oveiall growth mtes and linkage balance 
indices turns out lo; a..y.bivo and, significant inwall the cases. This is 
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so even. vfh.Gn states like Hiniachal Pradesh ard Jamnia & Kashmir are omitted 
owing to 'loir low level of indu >ialisation. Thu ■ our' results, like 

previous studies supp .t the balanced growth ursion of the linkage hyjJothGsis, 
infact more strongly, • 

One observes, however, two min deviations in the find ingjp from the 

earlier stuiy of Kashyap-Desai( 1974) • Uhlite jprevious study our results 

lend support to Hirschinan's strategy even in its pure form (when weighted) 

in the regional context. A marked quantitative change is also noticed in the 

erpirical findings of linkage balanced version. Our results are negative 
mostly 

and .sigra.fic.antZafc one per cent lev-ol of significance.; 

The difference in the results may bo duo to the differenced in the 
coverage of data and the definition of the linkage index. Our study used 

data pertaining to both census and the sanrolo Sectors of the ASI., while 
Kashyap- -sai study is based onl^ on the census sector data. The Linkage 
index in cur study is based exclusively on the domestic production coeffi- 
cients. This netting out^ of the import component of the production linkages 

is not done in the earlier stuiy. The introduction of income elasticities 
of demand ’might also ’have effected the results. We have already pointed o-ut 
that our study refers to the sevo,nties ■( 1970 to 1977 - 78 ) whore as the 

earlier study covers only early sarotaes ( ^ 19^0—65) This could also have lec 

to the diffoiences in the results due reasons mentioned earlier. 



Available evidenco also suggests that the Hirchmn' s unbalanced 

growth : rategy of devolopinGnt ’ ■. followed at the ’ at ional level . It is 

a vrell known fact that following Mahalanobis model, investments were 

conceal Gi'aGod av. the i.-jarlc rind capital goods soctors (or key sectors) in 

12 

tho early phase of Indian Plonning-. It would soom, therefore, that a 
valiant of tho unbalancod growth strategy was adopted in India by creating 
initially unutilized cap.acity (Panchmukhi, 1975) iri the key sectors which 
in turn induced investment in other sectors which had forward)^ or/e.nd 
backward linkages with those key sectors. 

It is likely that this pattern of investment mado possible 

achievement of balances .within the states, The inequalities in tho levels 

of indust il"lizati on across tho statos- have been declining (Udaisokhar 19^2, 

K.R.G. Nair, 1'9S2) i This may have' booh or0.y due to tho concontration 
of public investn.ont in tho backward statos as a matter of policy. 

11: Limitations o ’f" the Study 

The limitations of ttae input-output approach may constrain the 
adequacy of our oxerciso. Since input-output coefficients are specified 
in value terms, the relative rogicnal price rliffcrences may create some 
distortions in tho mcasufemont of irrlicos. The use of national tochnology 
as referonce technolo,gy for tho rogicnal mapping also has certain limita- 
tions. Since the linkage struct Tore arrl potential of an industrial activity- 
may not bo uniform over space, tho use of region specific Input-Output 
table 3 is more appropriate in the exercises of the kiixi attonptod here. 
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But the non-availability of conparablo input-output tables at regional' 
leyol leaves us with no option but ^ use the roforencG technology. Similarly, 
use of region specific sectoral, income elasticities of demand may be more 
desiir,.blo, theoretically.' However, imposition of the coiintry level elasti- 
cities or the regions is not likel.y to alter the picture in this type 
of stulies, to any significant extent. 

Another underlying assumption of our study is that the states are 
more or loss autonomous economic entities. This may not be the case. 

This assumption, therefore, creates problems jblstt he ones created by the 

inclusion of the import component in, cross-country stulies. 

The problems can bo taken care of to a considerable extent if the 
following information is available ; 

(a) A highly disaggregated statowise Input-output tables comparable from 
the point of view of sect oral definitions, and year of reference, 

(b) data, pertaining to inter- r’o ional trade; aiieL 

( c) roHon specific sectoral income elasticities of demand, 

■ Our exercise is analytically inadequate in the absence of this 
"■•information. In the following section we smmarise cur findings and 
conclude the pacer, ^ 
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Stmunarv and- C oncliisi ons ; 

•All important objective of ly rprowth stratc_ is not to achieve 
higher but maximura att&inablo' rate of growth. Keeping this objective in 
view, two alternativvj appreuchos have been suggested time and again. One 
approach advocates bala.nc d rrowtii as an instrunent to achieve the optimum 
growth where as the other suggests unbalance strategy to achieve the desired 
rate of growth, As is clear from the earlier discussion, both the approaches 
are complimentary to oach j^^othcr. 

In India's case, however, wo infer that the relatively higher rate of 

growth has been achieved through adopting the latter approach in v/hich . 

linkages have played a x- ading x'ole. This is not to say, howovor, that the 

linkages should be the sole criterion for deciding the investment pattern. 

Issues pertaining to equity, employment and self-rolianco arc also of 

■ ’ taken into 

paramoiint importance , ' These policy issues have to be arc! must beZjonsidcration 
while evolving^lanning strategy (Panchmukhi, 1975, PP,i3o)* iti fact, 

veiy difficult to point out pi'ccisoly the factor.: vrhich shape the planning 
stratcry- Institutional factors like income list ribution, (propensity to 

consume irl save) anl most iiroor'' antly the composition of the decision making 
body may play a ciucial role in planning. These aspects may often overrilo 
the consideration involved in links-ges while formulating the policy.. Some 
of the writers even feel that the linkages themselves may bo institutiona-lly 
doterminod. (Raj 1975) « 

strongly 

However, inspite of hov; linkages are determined, one niayZar^iuo that 
they are of imnonse use for po.licy makers and planners alike, in any proces.s 
of rational ecen.-'-io plaruiing. 



TABLE *- 1 


Industry wise Total ^ inkage Indices (l '■ i) 


Sectoi' 

No. 

ol tiue Hector- ’ 

Lij 

1 . 

Milk and Milk Products 

1.5257 

2 . 

Mise Pood Products 

2.2823 

3. 

Sugar 

2.0557 

■ 4. 

Gur and Khandsari 

2.1743 

' .5. 

Vanaspati 

2.1812 

6 . 

Edible Oils 

1.8244 

-.7. 

Tea and Coffee 

2.0345 

8 . 

Other Beverages . 

1.8750 

■ 9. 

Tobacco Manufacturing 

1.8991 

“ 10 .. 

Cotton Textile 

2.0331 

' 11 . 

Cotton Textile (Handloom lhadi) 

2.2780 

is# 

Woollen and Silk Textile 

2.2555 

' 13. 

Art Silk Fabrics 

1.5661 

14. 

Jute Textiles 

2.4507 

* 15* 

Readymade Garments 

1.7166 

• 16 . 

Mi so. Textile Products 

1.8613 

■17. 

Carpet weaving 

1.2173 

18. 

Wood Products 

1.6521 

19. 

Paper, Paper Products and News print 

2.0973 

20. 

Pointing and Publishing 

1.8111 

21. 

Leather and leather products 

2.3087 

22. 

Leather Footwear 

1.3 930 

23. 

Rubber Products 

2.0935 

24. 

PI a ics 

1.7929 

■25 . 

Petroleum Products 

1.0678 

26 . 

MisC. Coal and Pc’^roleum Products 

1.8969 

27. 

Organic and Inorganic Heavy ChemicLals 

1.5214 

28. 

Cnemical Fertilizer, Insecticides, Fungicides and 
Pesticides 

2.0533 

29. 

Drufeo and Pharmaceuticals 

2.1033 

30. 

Soaps, Glycerine and costnetics 

2.2151 

31. 

Synthetic Rubber, Manmade Fibers and *ther Chemicals 

1,8910 

32. 

Refractories 

1.7927 

33. 

, Cement 

2.0576 

34. , 

Other non-metallic Products 

1.9369 

35. 

Iron and Steel 

2.0403 


(Contd. . ..) 




TABLE - 1 . . .Contd) 


Sector Name of the sector Lij 

'■'No ; 1_ 


36. •' Casting and Forging 1.7245 

■37 • ■ Iron and Steel Structures 1.6646 

38i‘ Non- Ferrous Metals 1.7800 

39. ' , Metal Products 1.6610 

40. ' Tractors and Agricultural Impliacnts 1.5740 

41. ' Machine Tools 2.0369 

42. ' ; Office, Domestic, and Comm. Equipments 1.6546 

43. ' Other Non-electrical Machinery 1-7757 

'4'4.' ' ■ Electric Motors 2.3049 

45« ' Electric cables and Wires 2.2Q52 

46. ' ' Batteries 1.6168 

47. Electric Household Goods 1.8131 

48. ■■ Comraunicatio’' "n:* Mectronic Equijaaents 2.0303, 

49d ’ Other Electrical Machinery ; 1.7190 

5 O."' Ships and Boats 1-7755 

51 i 'Rail Equipments « 2.1825 

52. j ' Motor Vehicles 2.1003 

53. ' Motor cycles, .cycles etc. 1.8781 

54‘o\ Ocher Transport Equipments 1.^46 

55'i /'Vlatches and Clocks , , 1.5455 

56, ; , _ , 'Misc.. Mcjiufacturi-ng ' ' 1.6235 



TABLE 2 


St at ewi se GrowiaiiRates^ Eirschman compliance Indices 

a uu jgAi:La:c. .A*c^- ' BalaAxoe Indices 
(1970-4 977-78) 

, Annual 


States 

compoxind' 

' ■ growth Rates 
Value Added ^ 

(it 1977-78 K-ices) 

PHi 

Hli 

VLi 

* 

■ VLi 

Andhra Pradesh 

7.0712 

0.1330 

-0.0971 

0.4949 

r. 0.5244 

Assan 

9.9234 

-0,2575 

0.2231 

0.2208 

0.3394' 

Bihar 

3.2316 ' 

‘0.0224 

-0.2860 

0.9180 ; 

0.8989 

Gnjarat 

6 •>l6v-'2’' 

0.0187 

-0,0175 

0,4018 

0.5g34 

HarjEina 

5.5721 

-0.0520 

-0.2323 

0.4186 

0.6696 

Himachal Pradesh 

5.8010 

0.3909 

-0..2944 

0.7148 . 

0.2310 

Jamtau & Kashmir 

7.6601 

-O.56O8 

0.1441 

0.4154- 

0.6729 

Karnataka 

3.0938 

O.3OI8 

-0,0096 

0.4937 

0.6631 

Kerala 

5 r 24 12 

-0.0836 

o^ 

0 

• 

0 

1 

0.4458 

0.5006 

Madhya Pradt 

6.8512 

,1434 

-0.0716 

).2758 

0 .3251 

Maharashtra 

3.6808 

0.,2088 

-0.0765 

0.4227 

0.4939 

Orissa 

7.181U 

-0.1083 

0.2400 

0.3112 

0.4206 

Ptinjab 


0,1194 

-0.2287 

0.2325 

0.3397 

7.ajasthan 


3,0169 

-0.1992 

1.4113 

, 1.4680 

'ianil Nadu 

4.2806 

-0.2511 

-0.1000 ■ 

0.3715 

0.4838 

Uttar Pradesh 

1 2.0222 ■ i 

0,1323 

0.Q3Q0 

0 . 9406 

1.1145 

West Bengal 

j 1. 92,34 . 

0.0402 

-0.1065 

0.7676 

0.7562 

Delhi 

2.GOI7 ' • 

0.1020 

-0.1066 

1.2856 

1.3990 
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MOTES 


lor detailed survey of literature oh' the' controversv of Balanced 
Jnbal,mced grovrth, pie., e refer to Bli t.: 1959)/ Ohlin' ( 1959) 

Theodore (l 959 ); Pastore (1963), Prasad (l96b), Ifethur ( 1966; . 

^ ■'■13 intorprotations of the definitim -f 'balanced growth' 

please see Singer ( T 9 > 3 ) Kinriioborger ( 1966 ) . 

Stulios available in this direction arc by Cruijta ( 197 l) ani .Kashyao 

and Desai (1974) Jameson (1975). 

For detailed comments please 300 : Demery and Demery (l 972 ) . 

The Preprioty of using exclusively domestic technology for constructing 
linkage indices was pointed out bjr Rieded ( 1976 ) . 

Choice of base.j/car ( 1970 ) is due to the economic stagnation during 
1966-1969 (though a controversy, -we have avoided it at the moment). 

Domestic coefficients wore arrived at by deducting inroort transactions 
(Table 4 * 9 ) from the flow matrix (Table 4 * 3 ) obtained* from the Input- 
Output tables used in sixth Plan. 

Source of the tables mentione:! above is 'A technical Note on the Sixth 
Plan of India' (198O-S5), published by the Pla^nning Commission, 

Govt, of India. -• . . 

Use of a reference technology has also boon suggested by Leontief (1966), 
iilagh (l 97 l) and Lakdawala et al (l 972 ), , It may not be very desirable , 
to 'use national technology as- reference technology for rogmonal | 

mopping, however,, it is not very undesirable too, given the circumstance^ 

... . ' ‘ ■ ■' j 

The un.lorlying as sumption.. .in using country 's sectoral income elasticities 
of demand for ' he rogions/states, ' is, that the elasticities do not vary 
much 0 cross the states as for. as m.on.ul'ac'turing is concerned. This 
difference ..iuy ob aor-o moticeablo across ‘ rural, and urbap, areas or 
across the tv/o population groii)S, i.Oi, people, .below or above poverty 
lino,. We have taken .cafe' of these differences while working o-ut 
sectoral income olasticitios of demand (,F-- ) "'(Awasthi, . 1933 ) . 

J'3 ... 

See Mahalanobis ( 1955 ) , in this paitictfLar roforenco. 

A passage from the Second Five Xoar 'Plan also roads that 'There cannot, 
be a comnlote balance between the: developments ‘in each five year plans; 
to scmo'oxtcnt, a .measure, of 'iin.balanQe_ - seeming over emansion in 
some lines and ■un'lef ejqsansion.. in_ others may facilitate more rapid and 
better balanced, level onment ever a pefiodi Considerations of this 
kind amply particular!^ tb sectore like development of power, transport 
and basic induBtfies ''-(,Whasl5 /:|;lded). where investments are by nature 
"lunpy". Second Five tear Pl-ah,’ ,3956, P^-anniug Commission, Govt, of 
India, (.p.f.l 7 ) . 
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INTER-REGIONAL INDUSTRIAL DISPARITIES IN INDIA 
Brijesh K. Bajpai* 

In the process of planned development in India, the pre- 
occupied regions of industrial activities - the coastal regions, 
could achieve a better pace of industrial development. In 
course of industrial expansion, as per emperical evidences, 
regions equipped vdth industrial infrastructural facilities have 
further induced the entrepreneurs to concentrate their activi- 
ties in these regions. These trends have created an agglomera- 
tion of .industrial units in already developed areas. As a 
result of this process biased industrial background proved a 
major hiirdle in the way of steady industrial development of the 
country. Over a period of .33 years of planned economy numerous 
i^riorities have been given to industrially backward regions for 
initiating the process of industrial diversification and spread 
of industries in them. In spite of these efforts, vast differ- 
ences continue to persist among states in terms of their 
industrial potentials - capacity utilization, efficiency, 
magnitude of industrial licencing and industrial harmony etc. 

A number of factors are responsible for these disparities. An 
attempt has been made here to analyse the existing industrial 

*Giri Institute of Development Studies, B-42, Nirala 
Nagar, Lucknow. ' 
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disparities and to find out the causes and remedies for 
predicament. 

HISTORICAL RETROSPECT 

The industrialisation in India took place in a century 
prior to its independence. Important industries have come up 
in the eastern -western and S'juthe-rn coastal regions. Even in 
there regions areas close to harbours have attracted more 
industries by facilitating trading of goods. Agglomeration of 
industrial units at such places have f\irther generated external 
economies which attracted more investment in the regions. 

Before independence industries were mainly disproportionately 
concentrated in Bombay and Calcutta. "The dominant share of 
these two centres is reflected by the fact that in 1951 they 
accounted for 42 per cent of the total registered factory 
employment and represented 67 per cent of the entire paid up 
capital of manufacturing industry and; that they contributed 50 
per cent of the total output of manufacturing. Even more 
stricking is the fact that these two regions with 12 per cent 
of t.'tal urban population accounted for 63 per cent of the 
total industrial workers."^ u/m increasing trend of industrial 
development in these regions has been the sole cause of 
hampering the industrial growth of the other regions. Conside- 
ring the unbalanced development of industrial structure and to 
brinp ab...ut desirable balance and’ diversification, f -i- the 
first time, issue of regional disparities was taken under second 
industrial policy resolution of 1956. The resolution stressed 
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necessity of reducing the regional disparities in levels of 
development in order that industrialisation may benefit the 
Country as a #iole. The resolution fuHLy:, supported the idea 
that only by securing a balanced and co-ordinated development 
of the industrial economy in each region, can the entire country 
attain higher standards of living. 

REDUCING REGIONAL INDUSTRIAL DISPARITIES THROUGH 

PLANS 

The first plan did not refer to the problem of regional 
disparities. The second plan admitted that ”in any comprehen- 
sive plan of development, it is axiomatic that special needs of 
the less developed areas should receive due attention. The 

pattern of investment must be so devised as to lead to balanced 

2 

regional development." The Third Plan programmes were so 
prepared as to "reduce disparities of develojpment between diff- 
erent states, although in the nature of things, this is a pro- 
cess which must take time. "The third plan, included scheme 
"to enlarge the possibilities of development is areas which have 
in the past been relatively backward."^ The Second and Third 
Plans streamlined the necessity to locate basic industries is 
less developed areas subject, of course, to technical ana 
economir limitations, as means of achieving regional development 
In successive Five Year Plans the planning commission has 

sought to tackle the problem of regional industrial oisparities 

in various ways, as cutlined below:-. , 

j. Under the Income-tax Act a portion of the projects of 
new undertakings setup in backward areas, is exernptea 
from tax. 
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2. The central GoverruTient has been encouraging private 
enterprise to be located in specific backward regions 
through an investment subsidy. 

3. State governments have offered incentives to attract 
private sector units to the backward regions through 
SFCs, SIDCO and SIICs under the schemes of concessional 
finance. Apart from State governments efforts, 
concessional finance is being offered by term-lending 
institutions IDBI, IFCI and ICICI etc. to industrial 
projects located in the backward areas. 

4. The Finance Commission in India have used backwardness 
of a state as one of the criteria for the transfer of 
funds from central pool to the states. In the Gadgil 
formula 10 per cent of the central assistance is for 
those states whose per capita income is lower than the 
National average. Under the new I.A.T.P. formula the 
low income states are given preference since the per 
capita transfer is proportionate to the increase of the 
per capita income. 

Under the implementation of industrial policy announced on 
December 23, 1977, "The main thrust of the policy was the 
promotion of small and cottage industries, the dispersal of 
industries away from the large metropiolitan areas and simplifi- 
cation of licensing procedures. The industrial policy envisaged 
the setting up of District Industries Centres in a phased manner 

in order to promote widely dispersed development of cottage and 

4 ■ 

■small scale industries in rural areas and small towns,” 
’’Government’s new industrial policy was announced in July 19G0, 
While reiterating the basic industrial policy framework of 
1956. The new policy has several notable features. In persua 
nee of the new policy, steps were taken to allow automatic 
expansion of production in industries, edsperso industries with 
a view to achieving balanced regional development anv- de-urban— 
iso through enCi--uraging the growth of village and small scale 
industries in coordination with bigger units. ” 
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In our Sixth BUve Year Plan^ (1900-05) the problem of 
regional industrial disparities has been considered very 
seriously. The National Committee on Development of Backward 
Areas (NCDBl) has 'been formed to bring about progressive 
reduction in regional inequalities and to defuse the technolo- 
gical benefits through the formulation of a successful policy 
for balanced industrial development. The committee has 
recommenod a policy of encouraging location of industry in 
suitable growth centres with due weight age on such centres 
in industrially backward states. The committee has suggested 
establishment of an Industrial Development Authority in such 
selected centres which will work on a commercial basis to 
provide necessary infrastructure and to channel development 
funds which might be allocated by central or State governments. 
The j^uthority will provide a ma.sterplan on the basis of which 
financial institutions would be able to assist development of 
the area. The committee has also made recommendations 
regarding modification of some of the existing schemes of 


incentivei 


ST>*TE OF industrial DISPARITIES 


In early stages of planned development programmes in 

India our maior objective was to attain higher level of economic 

development. Hence the scarcity of resources and productivity 
of inv.. 5 t..,ent made It imp erativefor the decision makers to 
lnv.. 3 t .‘nly In th.se sectors of the economy or those regions 
of the o.untry «horo the rate .f return was expected to be the 
greatest. Ihis led t,:, the concentration cf largo .and medium 
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scale units cit urban industrial centresCAgglomerates) . It 
tile close of Third Five Year Plan it was realised that as a 
result of previous strategy there were appreciable gains in 
aggregative terms but develoiiment in general and industrial 
development in particular had become lopsided and inter- 
regional disparities accentuated to an alarming situation. In 
order, therefore, to initiate the path of balanced regional 
development in the field of industrial sector, a national 
programme for industrialisation of backward areas was launched 
in different states during 1969. Besides laying emphasis on 
industrial estates and industrial complexes programmes, we also 
started numerous incentives schemes (central subsidy, transport 
subsidy, concessional finance etc. ) to attract entrepreneurs 
to set up industrial units in industrially backward areas. We 
had also done restructuring at the district level by setting 
up District Industries Centres* through out the country so as 
to ensure prompt delivery of services to entrepreneurs and for 
better performance of the district level functionaries. 

The changes brought about in strategy of development 
around seventy are expected to have brought about favourable 
impact on reducing inter-regional disparities in levels of 
industrial development.- It, therefore, becomes relevant to 
examine as to what extent there measures have proved to be 
offect:'ve in r’.rrosting industrial disx?arities. Analysis of 
the data relating to por crpita industricol output for l6 states 
suggests that the magnitude of inter-regional disparities in 
industrial development which was 73 per cent (in terms of 
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co-efficient of variation) in 1969 reduced to 67 per cent 
during 1977. Secondly, the range between the states of the 
highest and the lowest ratios which stood at 245.31 in 1969 
also decreased to 230.27 during 1977 as would be evident from 
the following table. An interesting part of the analysis is that 
the states of Maharashtra, West Bengal, Haryana, Gujarat and 
Tamil Nadu which could be designated as industrially developed 
states in 1969 are als.j found to have mentained their status 
quo during 1977 of per capita industrial output. The states 
falling in the latter two categories, had their ratios below 
the national average in 1969 are designated as the states of 
medium and low level of industrial development. None of them 
could exceed the national average even in 1977. The co-effic- 
ient of correlation of state-wise ratios of per capita 
industrial wutx3ut between 1969 and 1977, which was significantly 
high (.9G)» provides some clue to infer that the initial inter- 
regional pattern of industrial develoxxment which existed in 
1969 continued to persist during 1977, although three- fifth of 
the states brought about some improvements in their relative 
positions. A similar is the case with with states falling 
in medium and low levels of industrial develojornent , 

INDUSTRIAL PI SPhRI TIES 4ND ASSOCIATED 

- ^ ^ FACTORS 

I. I i'i dust rial Licencing: There has been liberal policy for 
the ;,..r-! 0 .. 1 ior. of the industrial development in backward regions, 
even in terms of tho issuing of industrial licences and 
letters of intent, during 1979. But the top ranking states in 


Relative Position of Different states in terms of 
Percapita industrial output; 7 


States 

Ratios of 

percapita 

industrial 

output (SJg 5 |g)ti 


1969 


1977 


Ratio 

Rank 

Ratio 

Rank 

ii. High level of 
Development 




1. Maharashtra 

20d.67 

1 

270.60 

1 

2. West Bengal 

193.55 

2 

130.06 

5 

3. Haryana 

177.44 

3 

139.19 

4o 

4. Gujarat 

177.03 

4 

193.04 

2 

5. Tamil Naclu 

125.14 

5 

140.54 

3 

B. Medium level 
o^f Development 




6.i’un3ab 

00.32 

6 

94.00 

6 

7. Kerala 

73.06 

7 

75.11 

7 

8 . Karnataka 

72.95 

(J 

74.43 

0 

■ 0 , 

9.iindhra x-'rade 

sh6l.D0 

9 

63.49 

10 

G. Low level of 
Development 





lO.nssam 

57.33 

10 

56.00 

12 

11. Bihar 

57.10 

11 

65.56 

• :9 

12. Madhya i-'radesh54. 70 . 

12 

59.31 

11 

13. Orissa 

52.72 

13 

AO. 11 

13 

14, Uttar i-'radesh 43.99 

14 

44.96 

14 

15. Himachal 
Pradesh 

36,36 

15 

32.33 

16 

16. Rajasthan 

35.19 

16 

43.67 

15 

India 

lOO.Ou 


100.00 



Mean Value (x) 90. 7d 

S.D. (4I) 71.61 

C 0 - elf i ci ent of 
Variati'm (V) .73 

Co-efficient of 
C c ■ r r el ati o n( r ) . 90 


96.36 

64.91 

.67 


iNiOioG » 



industrial development continue to remain in superior 
position. In the table given below, figiires are showing the 
state-wise issue of industrial licenoes and letters of intent 
for the year 1979. 


State-wise Numbers of Issued Industrial Licences 
and Letters of intent during 1979 Q 


Others 


Total 


1 00 . 00 


The maximuin nuinber of licences and letters of intent, issueOj 
were cuncentrr.tcc': rom-ng five t'-p ranking states. Out of the 


SI. No.of 'Perc 

No. ^ Industrial industrial 

Licences licences 
Issued issued 


1 . 

Maharashtra 

111 

30.43 

105 

2 . 

West Bengal 

29 

7.95 

20 

3. 

Haryana 

16 

4.30 

26 

4. 

Guparat 

Aj. 

13.15 

118 

5. 

Tamil Nadu 

26 

7.12 

35 

6 , 

I’unoab 

13 

3.56 

26 

7. 

Kerala 

11 

.3.01 

11 

0 . 

Karnataka 

24 

6.57 

34 

9. 

nndhr a Pradesh 

17 

4.66 

44 

10 . 

Lssam 

2 

: 0.55 0 

- 

11. 

Bihar 

3 

0.32 

' : 5 

12. 

Madhya_ Pradesh 

7 

1.92 

34 

13. 

Orissa 

6 

1.64 

5 

14. 

Uttar Pradesh 

33 

9.04 

30 

15. 

Himachal Pradesh 

1 

0.27 

6 

16. 

Rcioasthan 

n 

0 . , 

2.19 

35 


Letters of of letters 
intent of intent 

issued ishmed 


19.09 

5.09 

4.75 

21.45 

6,36 

4.73 

2.00 

6.1 
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total, 66.59 per cant licences and 56.74 per cent letters 
of intent were for the industries located or to be located 
in there five states viz. , Mefiarashtra, West Bengal, Haryana, 
Guoarat and Tamil Nadu, is against this the states, representi- 
ng medium level of industrial development got 14.24 per cent 
of the toted licences and 20.91 per cent of the total letters 
of intent issued during 1979. '-^'ho states of Buhar, Uttar 

Pradesh, Madhya Pre.desh and Raoasthan managed to get 13.97 per 
cent of the licences but 16.90 per cent of the letters of 
intent, ^-^^he remaining industrially backward sts-tes could 
achieve nearly 5.2o per cent and 3.45 per cent of the total 
licences and letters of intent respectively. During 1979, 365 
industrial licences and 550 letters of intent were issued. 

II. Per Capita Financial Assistance * 

Per capita assistance received through fina.ncial institutions 
is also an indicsitor to show industrial disparities among the 
regions. The Gujarat and Maharashtra which form the Western 
zone along with Goa have had highest per capita assistance. 
During the 1979-00, for as many as 1 6 states, the per capita 
assistance by financial institutions fell below the national 
average of Rs. 28.42. Gujarat and Maharashtra received per 
capita assistance from these institutions to the tune of Rs. 
3(3.20 and 62.ju respectively. Is against these, Kerala received 
Rs. 33.34, Punjab Rs. 37.41 and Tamil Nadu Rs.31.43. West Bengal 
roceivod Rs.23.3-' and Orissa Rs.9.90 only, '^he lowest share 
Y/as received by iasau Rs.3.9'-' only. 
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III. IDBI'S ASSISMCE i.G^JM3T REGIOML IMBALANCES ; 

The Parliamentary committee on Public undertakings has 
criticised the industrial Development Bank of India for 
’Pronounced regional imbalances’ in rendering assistance. For 
instance, it pointed out the share of North-eastern region in 
IDBI's aid is almost negligible about one per cent, while 
industrially developed Maharashtra and Gujarat account for 32 
per cent of the total aid of Rs.5,391 crores given by IDBI in 
the past 16 years. Even aid to backward areas was imbalanced 
the top out of 247 such areas accounted for the bulk of aid 
given. Their share ranged from 69 per cent to 85 per cent. 

in. number of other indicators can be inumerated for depiction 
of the industrial disparities among the regions. Going through 
in detail we may get vast differences in terms of industrial- 
growth— rate capacity utilization and availability of infras- 
tructural facilities among regions. The backward arenas in the 
already developed regions el. sb receive a greater proportion of 
official assistance than the backward areas in the developing 

regions. 

n;.,USES OF INDUSTRIAL DISPARITIES 

Existing state of industrial disparities may be categorised 
under two heads. First, the disparities oaused by the produc- 
tion ineffioiency, neglegence and shortage of raw material in 
backward rogi.ns. Second, the disparities due to better indus- 
triflL perf-^rmance and. proper resource utilisation for industrial 
oroduction in industrially advanced regions. Thus the joint 
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effect of negative and positive industrial performances 
magnify the tone of disparity. Attention should be given 
to the regions of inferior industrial performance and causes 
of deficiency shOTold be found out. Industrially developed 
states are also matter of concern to the extent they develop 
at the cost of backward states. 

In course of development of industrially backward states, 
the impact of concessions and incentives made available to the 
units in the regions, has not so far been significant. The 
reasons being either the programmes of developing industries 
in these regions not pursued vigorously or the entrepreneurs did 
not find incentives and concessions attractive enough to locate 
their units in the backward regions. 

In order to create a better opportunity structure for 
industrial development, state governments had decided to 
establish industrial estates and industrial complexes, but the 
same Could not help to promote the industrial development of 
backward regions because comperatively larger number of indus- 
trial estates and complexes were established in developed regions 
than backward ones. These infrastructural gaps have led to 
significant variations in growth rates of output and employment 
between developed and backward regions. 

Very recently the President of I.C.C. Mr.B.D. Banguar has 
expressed his openion^ that la>.ck of any agf,rasivo industrial 
policy is responsible for slow industrial growth in the Bastern 
region, A notable change in the industrirl. process over the 
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years had been the slow growth rate of the eastern region as 
compared to other regions in the country. The eastern region 
had lost its premier position despite having a wast pool of 
natural endowments and technical man-power. Between 1951“197c3, 
the share of the eastern region in the net industrial output 
had declined from 36.3 per cent to 21.5 per cent, whereas that 
of western region and southern region had increased from 33.1 
per cent to 37.2 per cent and from 17.2 per cent to, 24.2 per 
cent respectively. The eastern region in 197d accounted for 
G per cent of the net output of the chemicals and chemical prod- 
uct industries as against 66 per cent of the western region. 
Shortage of power, both interms of additional installed capacity 
and electricity generation had crippled industrial production 
in this region, land was not available for setting up new 
industries. One of the main reasons for the failure of 
industrial entreprenuraship in the eastern region is the 
governments’ reluctance towards the development of industrial 
infrastructural facilities. Prevelance of large number of 
multinational houses, mostly from the developed part of the 
Europe have further reduced the scope of indigenous industries 

in the regi>.^n. 

Is it hc.s been described in the begining States like 
Maharashtra, Gujarat and Goa have enjoyed historical advantage 
in term of location of industries in the region, their position 
have further been strengthened by attitude of the governments 
of the region through developing their states industrially. 

The well-developed infrastructure in the form of railways. 
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ports, power generation etc* has further helped this region 
to attain a very high rate of industrial growth. 

Another reason for high growth rate in Gujarat and 
Maharashtra is that both the states have been maintaining 
political peace and stability in the sence that ‘for the past 
three decades the same party has been rxxLing the state as ^^t 
the centre. This enabled these two states to establish 
necessary rapport with the centre which relatively settled phe 
problems in a constructive way, ■ 

Industrially developed states are making exclusive efforts 
for their industrial development incomparision to other indus- 
trially backward or developing states. For instance the 
Gujarat government allocated Rs.455 crores to carry out a massive 
industrial research and development programme in the Sixth Plan, 
This is to fulfil the requirements of the rapidly growing 
industrial sector in the State, The efforts of Western region 
for the development of industrial potential can be emagined 
from the fact that their power generation capacity is far above 
thsn Eastern region. Which is very close to the sovr*e of coal 

supply. , 

Remedial measoires 

Industrialisation is a better way than others to develop 
backward regions mainly on two counts* Firstly, industrial 
activities are expected to be less inflexible in their choice 
of location then agriculture and other fixed-factor dominated 
acttvities. Therefore industrial, development is possible 
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even in the areas with pour natural endowments. Secondly, 
industrial activities are supposed to have a relatively better 
potential of acting as a catalyst of bothbackward and forward 
linkages. These two basic char act enstics of industrial acti- 
vities £jresent enough evidence of the possibility of industrial 
development even in backward regions. Vigorous efforts are 
being made to promote industrial development in backward 
regions to abridge disparities. But for the balanced dispersal 
of industrial activities, endeavours are not properly made and 
operational faults exist there. 

In our industrial licencing policy dispersal of industrial 
units in backwa.rd regions was an important objective. But the 
desired level of industrial licencing in backward regions 
Cuuld not be achieved due to operational faults. It has also 
been realised by the National Committee on the Development of 
Backward Areas that licencing policy is a negative instrument 
and can not by it self promote industrial development in 
industrially backward areas. It can, at most, impose certain 
restrains on the pace of expansion in developed areas and tiiere- 
by make it easier to attract entrepreneurs to industrially 
backward areas. 

Facility of aid concessional finance for industrial deve- 
lopment are being availed mainly by developed regi'. ns. 
Provisi^'ns should be made to divert the flow of concessions and 
aids towards backward regions. In this connection, suggestion 

of National Committee on Development of Backward Areas shoulu 



be implemented. Committee has stressed that financial 
concessions and aids should be restricted only to areas which 
are not ''near" existing industrial centres. For -this purpose, 
"existing industrial centres" and proximity has been defined. 

Most of the industrially barkward regions lacking absorb- 
tive capacity relating to fiscal ccncessions and financial aid- 
the same being led by negation of proper infrastructursil 
facilities for industry, development, could not avail the 
aforesaid concessions. The actual requirements in these regions 
call for, at the outset, the development of infrastructure 
like trahsport and marketing services. Financial instruments 
may prove to be effective still in a situation involving 
minimum infrastructure for industrially backward regions. In 
such regions priority should be given to the development of 
infrastructure to attain an industrial structure in a diver- 
sified manner so that with higher potential of linkage and 
required level of industrial development, a large amount of 
financial assistance and other incentives could be observed. 

The industrially backward states would thus come up as a result 
of management of available facilities in proper seriatum to 
the extent of reduction in industrial disparity. 

The employment generating industries should be promoted 

to further the cause of industrial empl03niient in backward re 

gions. It has been a marked tendency during the years that 

facilities of concessional finance (investment subsidy) has. 

to the industries which have not shown significant employment 
1 ^ 

potential. On the other 
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contributed to employment growth have not been important 
beneficiaries of concessional financed^ So it is to be kept 
in mind wJdile making available the financial facilities to the 
industrially backward areas that the substantial share of con- 
cGSsional finance reaches the employment generating industries 
(though Dandekar Committee has not recommended this) as they 
also help in the establishment of other units within the region 
by supplying the trained workers, entrepreneurs or technicd. 
and financial help along with creation of direct employment. 

Apart from above staged measures to reduce the regional 

industrial disparities, it is also necessary to develop a minimum 

threshold level of industrial activity preferably with strong 

12 

inter-relationship among industries. This burden can not be 
shouldered only by financial institutions, ■^n organisation 
having representatives ofthe financial institutions, promotional 
institutions, steite administration, and potential industrial 
entrepreneurs may be required for such planning for each of the 
backward regions. This also seems necessary with a view to 
ensure supply of other inputs, such as, fuel and power, raw 
material and marketing, which features as more important 
constrant than finance in the development of backward areas. 

On the same lines National Committee on the Development of 
Backward Areas suggested that industrial policy should encourage 
the location .-f , industry in suitable growth , centres with due 
weightage for such centes in the states which are industrially 
backward. Measures involving adequate implementation of indus- 
trial dispersed, policies and their pursuation would, in due 
course, bring abuut reduction in industrial disparities. 
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THE FiSGIONAL PATTERN OF URBANISATION AND 
ECONOMIC DEVELOPMEITT IN INDIA 


Rakesh Mohan* 

Introduction : Some Theoretical Background 

Interest in the regional aspects of 'development has a 
long and respectable history. Disputes on the causes of as 
well as solutions to the existence of regional disparities 
have been at least of equally long standing. Economic develop- 
ment tends to be concentrated in certain geographic regions 
as development proceeds from low levels of income. Moreover, 
the obvious manifestation of concentration is in cities which 
tend to stand out in sharp contrast with their surrounding 
countryside. Agriculture also is often seen to prosper in 
certain regions more than in others. The combined effect of 
such emerging patterns is that disparities are observed on the | 

one hand between urban and rural areas and on the other between ; 

regions. If agricultural prosperity is itself accompanied with | 
higher urbanization the emerging regional differentials in . ; 

income and welfare between regions are then even more clearly j 

related to the differential rates of urbanisation. This paper 
is then an effort to relate the existing differentials in the I 

levels and rates of urbanization between States to their levels s 

.of economic development. I 

"Senior Consultant, Perspective Planning, Edanning j 

Coimnission, New Delhi. i 

The views reflected in this paper are those of the author j; 
and should not be attributed to the Planning Commission. > 
The author is gratefixL to M.K. Nanda for Programming i 

assistance. :■ 
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It is interesting that although concern with inter- 
regional disparities has been expressed in Indian plan- 
documents for a long time and that one of the avowed aims of 
planning is to reduce their disparities there has been little 
attempt to relate their existence with differential rates of 
urbanization. Most of the concern with urbanization has been 
to do with the relative rates of growth in large and small cities. 
The reasons for this neglect are, perhaps, not hard to find. 

While there are respectable theories concerning the link of 
urbanisation with economic development, others to explain the 
growth of individual cities (e.g. economic .base theory) and yet 
others to explain the distribution of towns in agricultural 
regions (e.g., central place theory), there is little available 
to link up these different strands to be able to explain the 
regional as well as size distribution of cities simultaneously. 

A recent advance in this direction has been made by Koichi Mere 
(1974) by positing what he terms the ’‘layer" concept of urbani- 
sation. " 

The tight link between levels of economic development arid 
urbanisation is now well established as well as accepted. A 
logistic equation relating levels of per capita g.n.p. to levels 
of urbanisation, both measured traditionally, is found to fit 
international data quite well. Indeed, it is felt that the fit 
would be even better if there were not the inevitable measure- 
ment problems related to the definition of urban areas which 
varies between countries as well as the well known problems in 
the measurement of g.n.p. It is found that as income j 
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increases urbanisation proceeds slowly in initial stages, 
then accelerates (in the stage of countries which 
are now known as middle income countries) and again slows down 
as very high levels of income are reached. This is found to be 
largely true for a cross section of countries at any given time 
and a time series for the same coxmtry over a period of time. 
The explanation for such a phenomenon can be state'd in somewhat 
different ways. What is required is a framework for the whole 
economy and the place of urbanisation within it. 

Consider an economy with the three traditional economic 
sectors ; agriculture, industry and servxces. The production 
structure of these sectors can be modelled through the use of 
standard production functions. The returns to the factors of 
production - labour, capital and land - which interact to 
produce the output through these production functions can then 
be attributed to each. Once this is done, the demand arising 
for each of the three products arising from these income can 
be determined. Such a model can be simulated and the economy 
made to grow by adding rules of investment and saving. The 
results of such a model illustrate the typical path followed by 
an economy undergoing economic development and urbanisation. 
Agriculture is essentially located in rural areas and industry 
and services in urban areas. Initially, at low levels of 
income, the large majority of the labour forca- is employed in 
agriculture producing at subsistence levels. Trade between 
the urban and rural areas is determined essentially on the one 
hand by the demand for food by the small urban population and. 
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on tne other, by the small demand for urban goods by the 

rural population. At lov; income levels, large proportions of 

income are spent on food while only the residual small amounts 

left are spent on urban goods. As incomes rise, perhaps as a 

result of technological change in agriculture, the proportion 

of income spent on food declines and consequently that on other 

goods increases. This is because after nutritional needs are 

satisfied only small increases can take place in the income 

spent on food, more technically this is the familiar Engel 

effect resulting from the income elasticity of food being less 

than one. In the initial stages, when the marginal increases in 

income are still going towards satisfaction of nutritional needs, 

the increase in demand for non-food goods is slow. Consequently, 

the increase in demand for labour to produce the non-food goods 

of 

is also slow and hence that/_urbanisation. As incomes increase 
and the proportion of income spent on non-food goods continues 
to increase, the absolute demand for non-food goods accelerates, 
hence that for the demand for labour in urban areas and hence 
the rate of urbanisation accelerates as well. At very high 
income levels, the rate of urbanisation slows down again since 
there is a logical limit, of 100 percent in any case and the 
proportion of labour force necessary to produce the food 
required for the urban areas- approaches an irreducible minimum. 
This process can only happen when there is a continuing techno- 
logical change in agriculture which permits continuing increases 
in labour productivity there. 





Some caveats and explanations are in order in the 
above tale. This somewhat elaborate, though perhaps common- 
sensical explanation, has been given since it is often said 
that the relationship between urbanisation and economic ^ ^ 
development is only an observed regiolarity and not well-based 
in a theoretical sense. The main question which remains ■ 
unanswered in such a formulation relates to the reasons why 


non-agriculturel activities are located in urban areas in the 


This also raises the question, not addressed 


until now, cn what constitutes an urban area. Conceptually 


disregarding details and practical problems characteristically 
encountered in the classification of urban areas by census 
authorities, the essence of urban areas lies in the (i) size 
of settlements^ (ii) density of these settlements and (iii) 
predominance of non-agri cultural activities. An urban area 
is essentially a settlement of some size with considerable 
density. The predominance of non- agricultural activities is 
actually a consequence of such a size and density of a settle- 
ment. Sinoe agricultural activities are land intensive it is 
difficult for a large number of people engaged in agricultural 
activities to concentrate in one settlement. This is another 
way of saying that the elasticity of substitution between land 
and non-land incuts in agriculture is limited, while in industry 
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well. The ether reason, though it is associated with the above 
is that industries and services exhibit scale economies .as well 
as aggl«merati«5n economies much more than agriculture. The ■ 
existence of industries exhibiting scale economies implies 
plants Of certain optimal . sizes which implies concentration. The 
labour employed by such a plant then requires associated services 
for consumption purposes. Similarly, the functioning of the 
plant requires other complementary services such as finance and 
banking. Moreover, complementeiry manufactxnring facilities which 
provide inputs to the plant or which use as their inputs the 
plants’ products find it profitable to locate near such a plant 
because of the existence of transport costs. Hence it is the 
combined operation of scale economies, agglomeration economies, 

•the existence of transport costs and the comparatively higher 
non-land-land substitution elasticities in industry and services 
which make their location necessary in urban areas.^^^^^^^^ ^^ 

Koichi Mara’s “layer” theory is similar to such a formulation 
attempting to ejq)lain the distribution of urbanisation. The 
agricultural sector's demand for non-food goods- implies some 
urbanisation which results from agricultural activities themsel- 
ves. This is Mera's first layer and also the basis of Christa- 
ller's “Central place theory”. This largely explains the 
distribution of lower order settlements which essentially serve 
as market centres for agricultural inputs as well as for produce. 
Since agriceiltural activities are sparsely distributed we would 
expect such centres to be small as well as wall distributed. 
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The existence of bigger centres is explained by the existence 
of large- industries and services such as ports and transport 
nodes, as well as governmental centres. If these activities 
(exogenously determined) are regarded as ‘'basic- or "export 
based", their distribution will determine tha distribution of 
the urban population which must locate near these activities 
to service them. These are the second and the third layers. 
Thus each set of basic activities - primary, secondary and 
tertiary, have multipliers which determine the resiilting urban 
population. According to this formulation, one has to . 
isolate which of the secondary and tertiary activities are 
"basic". This is not easy but, consistent with the idea of 
economies of scale, large industry can be regarded as basic in 
the secondary sector. The location of much of large industry 
is also determined by proximity to raw material s-particularly 
iron and steel. This is determined by the principle of compa- 
rative advantage and may clearly be regarded as basic or 
exogenous. Similarly, the location of government activity can 
be regarded as exogenous. The latter is more troublesome for 
presumably, the distribution of government activities is itself 
determined by the location of other activities. To the extent, 
however, that it is discretionary, it may be regarded as basic 
or exogenous. 

The task then in this paper is to investigate how the 
regional pattern of urbanisation and economic development in 
India conforms to this conception of an economy. Specifically, 
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it is sought to relate the variation in urbanisation between 
states to the variation of income and subsequently to explain the 
variations in urban population to different measures of the 
employment in basic activities. This is done at this time in 
particular to understand the pattern of urbanisation that has 
become apparent from the 1981 Census. It is important to make 
such an investigation since there is a widespread school of 
thought which believes that the pattern of urbanisation that 
exists in the country is highly concentrated and dysfunctional". 
Others allege that the urbanisation that has taken place in the 
■country is in some sense artificial and not warranted by the 
existing structure of the economy. While this paper does not 
offer normative views on the desirable pattern if urbanisation 
in India its aim is to document the existing pattern disaggre- 
gated by states, how it has evolved over the past 30 years, and 
to provide some pointers to the determinaofcs of urbanisation. If 
the pattern is found to be consistent with what might be 
expected and with what is generally found in other countries 
today and historically, it can at least be statsd that the 
pattern observed is not surprising, is quite understandable and 
is at least warranted. It can still be regarded as undesirable 
from a normative viewpoint but it would then also be clear that 
a change in the pattern would require much greater and stronger 
policy measures.- 


^ This is well argued by Kundu and Raza (1982) for 
example. 
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The next section will document the record cf urbanisation 
disaggregated by states in India since Independence. It will 
be the aim of the following section to explain the record 
documented in this manner, given the theoretical background out- 
lined above. 

II. The Regional Pattern of Urban Growth and Economic 

Development in India : The Record since Independence 

The release of the provisional popxfLation totals of the 
1981 census reveals a significant acceleration in the speed of 
urbanisation in the country. This is true whether comparison 
is made with the historical record since the beginning of the 

'I 

century or with what was expected as recently as in 1979. The 
Sixth Five Year Plan projected the level of urban popiflation to 
be about 148 million in 1981 and the level of urbanisation to 
be 22.04 per cent. In fact, the 1981 census shows that the 
level is about 156 million (but this number excludes Jammu and 
Kashmir and Assam not enumerated at the time of publication af 
census results). In another recent paper (Mohan and Pant , 

1982) I have documented the fact that India has had a relatively, 
slow but stable rate of growth in its urban population since 
about 1921 during which the level of urbanisation has inched up 
slowly from about 11.3 per cent of total population to about 
23.7 per cent now. Despite the recent acceleration it must also 
be recognised that the rate of growth of urbanisation .in India 


"^Census of India. 1971. India. Series. 1. 
Report of the Expert Committee on Population 
Projections Paper 1 of 1979. 
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is still one of the slower in the world, A key feature of the 
Indian settlement pattern which emerged from the analysis was the 
very stable structure of settlements. While total urban popifla- 
tion increased six fold between 1901 and 1981 the number of 
settlements increased by only 80 per cent. Thus most of the 
growth was because of the enlargement of existing towns at every 
level and not mainly because of the addition of new towns. This 
implies thcit the majority of settlements now classified as towns 
have exhibited urban characteristics for a very long time. The 
lack of addition of towns at the bottom end has remained something 
of a puzzle which has bean remarked on by analysts often. Indeed,, 
one result of this growth pattern is that the Indian settlement 
structure has become Increasingly top heavy. . The proportion of 
urban population residing in towns above any cut off point has 
risen continuously since the turn of the century. This phenomenon 
has led many observers to note that larger towns have grown 

faster than smaller ones, . This is simply not true as has been 

. . \ 

documented in detail in the aforementioned paper. In reality the 
increasing proportion of urban population in larger cities has 
merely been the result of progressive accretion to existing 
settlements of all sizes which are relatively well spread out 
spatially. The lack of emergence of new towns or that of existing 
villages acqirlring urban characteristics is indeed a matter for 
concern. To the extent that urbanisation is related to economic 
development and the distribution of lower order settlements is 
well explained by central place theory, the laok of such emergenoe 
of new urban settlements must be related to the relatively slow 
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growth of agriculture in many regions of the country coupled 
with the fact of settled cultivation having existing in India 
for a very long time. The latter would suggest a well distributed 
pattern of settlements which would get densified only if there 
were a relatively fast rate of growth in agricult-ure and conse- 
quently in agricultural demand for urban goods and services. 

'■ 'V ■ i 

This is an eminently researchable issue but is not addressed 
directly here. 

Having stated that the Indian settlement structure has been 
quite a stable one it is necessary to disaggregate the trends in 
urbanisation, upto at least the state level. The variation in 
experience between states is surprisingly large and one that 
seems to be not readily explicable at first sight. Table 1 
gives the level of urbanisation in the major states of India(i. e., 
those with population greater than 10 million in 1971 except Assam 
which is yet to be enumerated for the 1981 Census and Kerala) . 
Kerala has not been included here because it poses particifLar 
problems in the definition of urban areas. Its overall popula- 
tion density was about 550 people per sq.km, in 1971, the rural 
density itself being about A80. Apart from those settlements 
which have an organised local body such as a municipality, 
corporation, cantonment board or notified town area committee which 
are classified as urban, the Indian census classifies settlements 

as urban if they have : 

I) a minimimi population of 5000 and 

Hi a density of at least 400 people per sq.km., and 
III) at least 75 per cent of the male labour force is in 


no n- agri culture . 



12 



LEVEL ' OF URBANISATION IN 


STATES' 


Population of All Towns Population of towns above 
as % of Total 20000 only as % of total 


Andhra Pradesh 

Bihar 

Gtgarat 

Haryana 

Karnataka 

Madhya Pradesh 

Maharashtra 

Orissa 

Pu^ab 

Rajasthan 

Tamil Nadu 

Uttar Pradesh 

'West Rena-al' 


17.6 18.3 20>-2 25.7 12,3 14.5 16.9 20.3 

Urban population as proportion of total population. 

Including all states witn total population greater than 
10 million in 1971 but excluding Kerala and Assam. 

Including all states except Assam ano Jammu & Kashmir, 

Tables A.1 and A. 2. 


Sourc 
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Table 1 gives the level of urbanisation in States 
according to two definitions. First is the popiiLation of all 
towns as per cent of the total pop-ulation and second is the 
same but including the popilLation in towns over 20,000 only. 

The definitional problems referred to above are essentially at 
the lowest levels. All settlements of 20,000 and over are 
easily classified as urban. Thus this avoids kinks in trends 
due to definitional problems. The most industrialised states 
of Maharashtra, Gujarat and Tamil Nadu are now all over 30 
per cent urbanised (according to the census definition). The 
industrial stagnation of Calcutta is reflected in the level- of 
urbanisation in that state since 1951. These states conform 
more to middle income countries with about $ 400 per capita 
income in terms of the level of urbanisation. At the other 

end of the scale are Orissa (11.8%), Madhya Pradesh (20.3%) and 

1 • . 

Rajasthan (20.9%) . • There are only about 10 countries in the 
world at the lowest per capita levels which have levels of 
urbanisation lower than 12 per cent. Thus, in terms of 
urbanisation levels, India' s regions exhibit patterns spanning 
the whole range of about 50 countries’ with annual per capita 
incomes from about $ 100 to $ 400. The variation in levels of 

' f 

urbanisation^ has, however, declined as measured by the coeffi- 
cient of variation, from about 0,45 in 1951, to 0,42 in 1961, 


'Including Bhutan, Nepal and Bangladesh. 

^The coefficient of variation in the levels of urbanisa- 
tion is taken for levels according to urban population in towns 
above 20,000. 
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0,50 in 1971 to 0.34 in 1981. The acceleration in the least 
urbanised states along with the deceleration oT the most 
urbanised ones has caused this maoor change in the last decade. 

Table 2 gives the growth rates of urban population in 

States from 1951 to 1981. As is evident from column 3, all the 

relatively poorer states (Andhra Pradesh, Bihar, Madhya Pradesh, 

>1 

Orissa and Uttar Pradesh) have experienced rapid urban growth 
during 1971 to 1981 while only Haryana among the richer states 
has experienced comparable growth. In fact, the old industria- 
lly developed states of West Bengal, Tamil Nadu and Maharashtra 
have the lowest growth rates. Naturally, absolute increases in 
urban population in these states continue to be large due to 
the higher initial levels. As in Table 1, columns 5-7 of 
Table 2 give comparable growth rates for urban population in 
towns above 20,000 only. While most of the observations made 
above are still valid, there are some changes that appear 
significant. The changes between decades are much less with 
this definition presumably because the definition is more cons- 
istent between the States, The. acceleration between decades is ■ 
also less pronounced - although the rate of growth for each 
State is much higher. This result extends the idea that the 
Indian settlement structure is of long standing and is also 
stable at the state level. Thus, the fact that the urbanisation 


^This is documented below. 
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rate for class III towns and above is higher than for all 
towns taken together again points to the fact that most 
urbanisation is by accretion to existing towns of all sizes and 
there are only small additions of new towns at the low end of 
the range. This now appears to be true at the state level as 
well. It may, however, be expected that in States such as 
Orissa, U.P. (particularly Eastern U.P. ) and Madhya Pradesh 
(particularly Eastern Madhya Pradesh) where initial urbanisation 
levels are low and towns located sparsely, there would be a 
greater potential for the emergence of new towns. Indeed, one 

Table -2 

STATBWISE^ GROWTH OF URBAN POPULmOM 
1951-1981 


State 


All towns Towns above 200 00 on ly 

1951-”5i 19S1-7I 1971-81 1951-61 1961-71 "1971-81 


Andhra Pradesh 

Bihar 

Guo ar at 

Haryana 

Karnataka 

Madhya Pradesh 

Maharashtra 

Orissa 

Pungab 

Rajasthan 

Tamil Nadu 

Uttar Pradesh 

West Bengal 


1.5 

4.1 

1.8 

5.1 
1.7 

4.0 

2.0 

6.5 

2.6 
1.1 
2.1 
0.9 
3.1 


4.0 

4.4 

3.5 

4.8 

4.2 

4.6 

3.4 

5.3 

3.7 
4.6 

2.5 

4.9 

2.8 


4.8 
3.5 

4.4 

3.5 

4.6 

3.6 

7.4 

3.9 
2.8 
6.1 

2.9 
3.3 


India 


2.33 


3.26 


3.85 


3.59 


3.6 

3.9 

3.8 

5.0 

4.0 

7.9 
2 . 
4. 

4 


4. 


Notes i 1. Including all States with total population greater 
than 10 million in 1971 but excluding Kerala and 
Assam. 


2. Including all States except 
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finds that with the second definition an acceleration in 
urbanisation is not apparent in these states indicating that 
much of the observed acceleration is because of the emergence 
of new towns. 

The problems caused by variation across states in the 
classification of towns at the low end has already been alluded 
to. Table 3 indicates the differences caused by the addition 
of new towns in the 1981 census. The states which have added 
a significant number of new towns are essentially Haryana, 

Madhya Pradesh, Rajasthan, Orissa and Uttar Pradesh. Many of 
these towns in U.P. should have been classified as such in 1971 
(Premi and others, 1977). Thus the apparent large acceleration 
of urbanisation in U.P. is at least partly illusory, though 
not entirely so. Taking the same towns as in 1971 (column 6, 
Table 3) y the growth rate did increase from 2.7 per cent per year- 
in 1961-71 to 3.1 per cent in 1971-81. Similarly, if only towns 
over 20,000 are considered (columns 6, 7, Table 2), the rate 
increased from 2.9 to 3.9 per cent a year. Similorly, for 
Haryana, the corrected growth rate of 4. 1 per cent is-- still 
significantly higher than the 3.1 per cent for 1961-71. The 
conclusion on the basis of Table 3 then is that the definitional 
problems of towns in the 1981 census do make a difference to the 
recorded growth rates of 4 or 5 particular states - showing a 
much larger increase - but do not alter the orverall pattern 
described from the growth rate of urban population, whether it 
is according to the usual definition or 'that for towns above 
20,000 population. The population of the added towns, as a 
proportion of state urban popul-.ition, was 6 per cent for Haryana, 
16 per cent for U.P. and 9 per cent, for Orissa. 
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Table - 3 

STATEWISE^ GROWTH OFoURBAN POPULATION 

Excluding '"NEW ' tqwns^^^ed in^ i 98 i . 
1971 - 1981 


state 


No. of 
towns 
1981 


No. of 
new 2 
towns'^ 
1981 


Total 

Urban 


Annual Growth rate &< 


uroan c 5 

population Uncorrected^Corrected 
excluding 
new towns 

1981 ('000) (Percent per year 
_™ 197 1-1981) 

5 6 


Andhra Pradesh 
Bihar 
Gujarat 
' Haryana 
Karnataka 
Madhya Pradesh 
•Maharashtra 
Orissa 
'Punjab 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal 


29 ( 2 ) 

30(4) 

29(2) 

17(6) 

34(4) 

72 ( 6 ) 

31(2) 

27(9) 

28(4) 

43(7) 

18 ( 1 ) 

368 ( 16 ) 

19(1) 


12,160 

8,374 

10,389 

2,641 

10,327 

9,956 

21,616 

2,836 

4,419 

6,612 

15,774 

16,829 

14,236 


India 


3007 


770(5) 136,169 


3.81 


3.35 


1 . All states with 1971 population of 10 million and above. ; 

2. No. of towns added in 1981 i , e ., towns not classified as 

such in 1971 (including those classified as towns in an earli- 
er census but not in 1971)- . 

3. Figures in brackets give the popiiLation of new towns as a 
percentage of total urban population. 

4. Including only the 13 states above. 

5. Rate of growth of total urban popilLation in States. 

6 . Rate of growth of urban population in state but exclu^ng 
new towns in 1981 '*and excluding 1971 towns not found in 
1981 -census as detailed in Appendix 2.1. 

Sources 1. Census of India 1981 Series I, India Paper 2 of 1981. 

2. Census of India 1971 Series I, India Part II-A(i) 
General Population Tables Statement 5, page 185. 
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At the all India levels then, the difference made by these 
definitional issues is small|.. The total population of the towns 
newly classified as such is only about 5 per cent of the total. 
For some of these which should have been classified as towns 
for the first time in this census this should not be regarded 
as an error. The "error" is caused by those towns, mostly in 
U.P., which should have been classified as towns in the 1971 
census itself. 

Table 4 which gives the rates of growth of rural popula- 
tion is of further interest. There have been significant 
declines in the rate of growth of rural population in the high 
agricultural productivity states of Haryana and Punjab but 
small increases have taken place in the low productivity states 
, of Bihar, Rajasthan and U.P. There have, however, been 
declines in other poor states such as Orissa and Madhya Pradesh, 
Preliminary census results indicate that for the first time 
since the turn of the century, there may have been a percept 
decline in the proportion of labour force engaged in a 
from 69.8 per cent in 1971 to 66, 7 per cent in 1981 (J.N, S: 
1982). This is at least consistent with the decline in the 
overall rate of rural population growth. Increases in agricul- 
tural production are now coming mainly from productivity 
changes - only small increases in cropped area can now be 
recorded. There are therefore indications that the abso] 
capacity of agriculture for continued increases in pcpul 


a.nd labour force 
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Table 5 tabulates the xirban- rural growth differential 
(U.R.G.D) - yet another index of urbanisation. This is merely 
the difference between the urban and rural population growth 
rates. The acceleration in the urbanisation experience is even 
more evident from this table - since urban population growth 
rates have increased in general while rural growth rates have 
declined. Again, it is only Tamil Nadu which shows a 
declines there have been significant increases in all other 
states. The progress over the three decades is quite remarka- 
ble. There were as many as 5 States with negative URGD, only 
one with less than 1,0 and as many as 9 with over 2.0. The 
rural urban transformation and its acceleration in all the 
States therefore stands out with much greater clarity by 
considering URGD. 

It is interesting to find that the distribution of 
population growth rates for rural as well as urban areas has 
tended to become more uniform between states over the same 
period. The coefficient of variation between states of rural 
population growth rates has declined from 0.36 for 1951-61 pe- 
riod to 0.17 for 1961-71 and 0.l6 for 1971-81. The correspon- 
ding coefficients for urban population growth are 0.31, 0.31 
and 0,20 respectively.^ Furthermore, the pattern is confirmed 


^ These coefficients of variation for urban population 
growth are calculated for the ^owth of towns 
only (Columns 5,6,7 in Table 2) to avoid the variations due 
to low end definitional problems. 
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if taken back to the 194-1-51 decade as well. The coeffi- 
cient of variation for rural population growth rates for that 
decade was abomt b.43 and for urban population growth rates 
about 0,31 again, v/hat is of great interest is that the 
variation in urban population growth rates has declined as 
well in the past decade. 

Table - 4 

state-wise'^ GROWTH OF RURAL POPULATION IN 

1951-1981 


State 

Annual Rate of Growth of Rural 
Population (Per cent per year) 

'1951 1^7” 1971-81 

1 

2 

3 ^ 

4 

Andhra Pradesh 

1.46 

1.68 

1 

.60 

Bihar • 

1.64 

1.78 

1 

.89 

Gujarat 

2. 61 

2.29 

2 

.00 

Haryana 

2.93 

2.78 

1 

.96 

Karnataka 

2,06 ■ 

1.93 

1 

• 73 

Madhya Pradesh 

1.92 

2.31 

1 

.77 

Maharashtra 

2.22 

2.03 

1 

.62 

Orissa 

1.58 ■ : 

2.03 

1 

.43 

Punja'* 

1.79 

1.89 

1 

.55 

Rajasthan 

2.63 

2.32 

- 2 

.42 

Tamil Nad* 

0.81 

1.53 

1 

. 20 

Uttar Pradesh 

1.65 

1.68 

1 

.81 

West Bengal 

2.80 

2.37 

1 

.85 

India^ 

1.89 

2,00. 

1 

.75 


Notes 5 1. Including all, states with a population of 

10 million or more in 1971 excluding Kerala 
and Assam. 

2. Including all states except Assam and Jammu 
and Kashmir. 




21 


Table - 5 

URBAN RURAL. GR0 W THD3FFERENTIAL (URGP) 
B Y STATES^ 


1951-1981 


State 


URGD^ 



i 95 T ^1 

1961-71 

1971 

-Si 

^1 

2 

3 


Andhra Pradesh 

0.01 

1.28 

2. 

42 

'Bihar 

2.43 

1.93 

2. 

55 

Gujarat 

-0.76 

1.21 

1. 

48 

Haryana 

0.12 

0.31 . 

2. 

80 

Karnataka 

-0.37 

1.13 

2. 

44 

Ma(iaya Pradesh 

2.06 

1.59 

2 . 

78 

Maharashtra 

-0.27 

1.45 

1. 

79 

Orissa 

4.87 

3.19 

3. 

91 

Punjab 

0.79 

0.39 

2 , 

14 

Rajasthan 

-1.58 

0.99 

2. 

20 

Tamil Nadu 

1.25 

1.79 

1. 

28 

Uttar Pradesh 

-0.70 

1.03 

3. 

08 

West Bengal 

0.32 

0.16 

0. 

93 

India^ 

0.48 

1.29 

2 . 

11 


Notes i 1. Including all states -with a pcpialation of 
10 million or more in 1971. but excluding 
Kerala and Assam. 


2. Including all states except Assam and 
Jammu & Kashmir, 

3. Taken as the difference between the growth 
rate of total urban population (census 
definition^ and rur^ population growth 
rates. 












22 


It may be somewhat premature to draw strong conclusions 
from the decline of this one inequality measure - the coeffi- 
cient of variation - in one decade after it had been stable 
for 3 decades. Firstly, this decline is presumably a result 
of the lower variatii^n across states in total population growth 
rates. But, it may also be a result of the dispersal of 
industrialisation that has taken place between states - although 
this is still of small magnitude. Sekhar (1983) has documented 
the decline in the index (the Theil Index) of inequality 
between states in organised industry over the last 2 decades - 
whether measured by value added or employment. It must be 
emphasised that the changes, have been small; as late as 1976. 
Maharashtra, West Bengal, Gugarat and Tamil Nadu together 
accounted for about 55 per cent^f all value added and 52 per 
cent L/f all employment in the manufacturing (factory)- sector. In 
1961, in comparison, these four states accounted for as much as 
66 per cent- of valued added and 58 per cent of employment. 

Given this small change, not much can be made of the decline i.n 
variation in rate of urbanisation - only that the. two results 
are at least consistent with each other. . 

How can all these data be summarised? Table . 6 gr.jups all 
the states into four categories. The, variation in the experience 
of the different groups of states is immediately apparent. Thus, 
even in the case of richer states, two patterns that are diame- 
trically opposite are revealed. .Thus in the old industrially 
and commercially developed states of Maharashtra and Gujarat, 
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the urban growth rate increased initially but tapered off 
thereafter while in the agriciiltur ally progressive developed 
states of Punjab and Haryana the opposite was experienced. 
Clearly different forces are at work in these States and more 
detailed analysis is required before further generalisation. 

Having examined the record of urbanisation it is now 
.necessary to look at different indices of economic development 
over the same period. Consistent data are, however, difficult 
to obtain for 1951 because of the reorganisation of States 
in 1956, Hence only. the record since 1961 is presented. 
Considerable controversy surrounds the magnitudes of per capita 
■ state product. Given a countrywide common market it is ■ 
difficult to compute State domestic product. However, State 
Statistical bureaus as well as the Central Statistical 
office (C.S.O.) make annual estimates of the state domestic 
product (SUP). There are usually discrepancies between the two 
sets of estimates and the C.S.O, issues a set of consistent 
estimates with some lag. These are currently available for 
1970-71 to 1975-76. More difficult still is a constant pri*e 
series of SIP and no official series has been issued. The data 
used here are from a compilation of data by the Centre for 
Monitoring the Indian Economy, an independent organisation. 

While recognising that individual errors might exist in these 
data they are considered adequate for the purpose at hands they 
du give a good picture of the magnitude and pattern of disparity 
in incomes between states and how this pattern has evolved 
over the past 20 years. 
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“Table 7(l) gives estimates of per capita SDP at 
constant 1970-71 prices for 1961, 1971 and 1978-79 the 
latest data available for a ^’normal’* year. The coefficient 
of variotiv-n (C.V. ) for per capita income has moved from 
0.23 in 1961 to 0.26 in 1971 to 0.33 in 1979. This is in the 
opposite direction from the C.V. for level of urbanisation 
which are 0.37, 0.34 and 29 for the same years respectively. 
The ratio of the per capita s.d.p. of the richest to the 
poorest state was about 2 in 1961, 2,5 in 1971 and 3 in 1981. 

Table - 6 

URBAN GROWTH IN STATES DURING 1951-81 


States where the rate Andhra, Karnataka Andhra, Gujara 
of growth o.f urban Rajasthan and Karnataka and 

popiiLation has incre- Uttar Pradesh Rajasthan 

ased Cuntinuously 
since 1951-61 


II. States where the rate Gujarat, Maharashtra Madhya Prades 

- T •Art 1 - J ^ Ut 


increased between 
1951-61 and 1961-71 
but declined or 
remained constant 
there- after. 


and Tamil Nadu 


Maharashtra and 
Orissa. 


III. States where the rate Bihar, Haryana, Bihar, Haryana, 
declined or remained Madhya Pradesh, Punjab, Uttar 
C'^nstant between 1951— Orissa, Punjab Pradesh anc 
61 and 1961-71 but and West Bengal. V'Jest Bengal, 
increased thereafter. 


IV. States whero the rate None 
uf gr-wth of urban 
population has 

increased continously 
since 1951. 


Source 


Table 2 
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; Tabl^„.7UI 

SOfrlE SELECTED INDICATORS OF ECONOMIC 


DEVELOPMENT 



1 

- 2 

3 

4 

5 

____6 __ 

7 


.Andhra Pradesh 518 
.Bihar 390 
.Gujarat 697 
.Haryana 627 
.Karnataka, 559 
.Kerala 471 
►Madhya Pradesh 472 
►Maharashtra 769 
►Orissa 392 
►Punjab 760 
►Rajasthan 500 
►Tamil Nadu 571 
►Uttar Pradesh 457 
► West Bengal 758 


Mean 

Coefficient 
of variatioi 


586 

678 

9 

29 

74 

418 

438 

14 

31 

57 

845 

884 

52 

108 

245 

932 

1029 


70 

169 

675 

723 

14 

62 

107 

636 

569 

17 

42 

93 

A89 

463 

8 

27 

68 

811 

1008 

69 

167 

324 

541 

514 

6 

27 

62 

1067 

1308 

4 

52 

136 

629 

591 

5 

26 

56 

616 

682 

24 

75 

166 

493 

,524 

9 

24 

47 

729 

765 

60 

97 

173 

676 

727 

23 

60 

127 

0.26 

0.33 

0.92 

0.67 

0.62 


Notes: 1. 1978-79 data 

■ ' 2. 1977-78 data V 

By international standards these are not high numbers but 
obviously a matter of some concern that spatial disparities are 
getting worse in the country. 

It is useful to get an idea of regional disparities in 
other countries tv get a better perspective on our own. For 
example, the c;v, for Argentina was 0.59, Brazil 0.58, Philippines 
0 .75 and Thai land 0.50, in the early to late sixties . 

"^From Gugler and Gilbert .( 1982) 
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The average (unweighted) for 15 less developed countries 
tabulated was 0.48. The ratio of the poorest to richest regions 
was about 12 in Indonesia, 9 in Bra 2 il and 5 in Colombia. By 
these standards, the income disparity between states is very 
low in India but what may be a matter of deep concern is the 
worsening of the disparity over time. This has been well 
appreciated in Indian planning and preferential allocation of 
funds to the poorer states has been incorporated for some tima. 
Furthermore, there is an elaborate system of incentives for 
industries to locate in the poorer regions of the country. 

The average (unweighted) for 15 less developed countries 
tabulated was 0.48. The ratio of the poorest to riches 
regions w.- s about 12 in Indonesia, 9 in Brazil and 5 in Colombia. 
By these standards, the income disparity between states is very 
low in India but what may be a matter of deep cc ncern is the 
worsening of the disparity over time. This has bean well 
appreciated in Indian planning and preferential allocation of 
funds to the poorer states has been incorporated for some time. 
Furthermore, there is an elaborate system of incentives for 
industries to locate in the poorer regions of the country. 

Table 7(l) also presents data on the per capita value 
added in the factory sector. Note that these data are in 
current prices. The c.v, has declined from 0.92 in 1961 to 
0.67 in 1971 and 0.62 in 1978. The ratio of the highest to 
the luwest was about 14 In 1961, and 7 in 1971 and 1978 (there 
being a small decline between the latter two years). It is 
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clear then that the worsening disparity in state incomes has not 
been caused by the manufacturing factory sector - indeed there 
has been a strung opposite trend toward equalisation in this 
sector. The poorest 3 States in i96l were Bihar, Orissa and : 
Uttar Pradesh in terms of income. They also had along with 
Andhra Pradesh, Madhya Pradesh and Rajasthan, the lowest value 
added per capita in the factory sector. The position has not 
changed much in 1981 and these three states remain among the 
bottom five ur six according to both the indicators. The rates 
of increase in the factory sector value added have, however, 
been higher in the poorer states. It is quite noticeable from 
the factory sector valued added table that from a situation when 
the only substantial manufacturing was in Gujarat, Maharashtra, „ 
West Bengal and Tamil Nadu, and located around their capital 
cities, there has been a considerable dispersal of industry by 
now. 

The first panel in Table 7(2) gives the data on agricvil- 
tural productivity. This has been definec as the total 
production of foodgrains per male agricultural labour. Only male 
labour has been used because of the well known definitic.nal 
changes in the 1971 census which has made the female agricultural 
labour data non— comparable with other years. The data for males 
is believed to cause fewer problems. The increase in cisparity— 
c.v. increasing from 0.30 in 1961, to 0.59 in 1971 ana 0.73 in 

_ is quite striking and consistent with the increasing 
income disparity. The stagnation in agricultural productivity 
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in the whule Eastern region is the main cause of the increasing 
inequality. Productivity has actually decreased or remained 
almost constant in Bihar, Orissa, West Bengal, Madhya Pradesh 
and Uttar Pradesh. The data for ’ 1981 * are somewhat on the low 
side because the extremely bad year of 1979-80 has been Included 
in the average computed. The comparative picture would, however, 
not change much. 

The next panel gives another useful indicator, the power 
consumption per capita. It is clear that there have been large 
overall increases in power consumption in all states. The ••c.v. 
declined from 0.6l in 1961 to 0.38 in 1971 but then increased 
again in 1981. Note the very high increases in Punjab and 
Haryana. Consistent with industrial as well as agricultural 
stagnation of West Bengal, it is the only state which does not 
record an increase in per capita consumption of power. 

Table 7(3) gives two more indicators - the male agricul- 
tural employment and total factory: employment as percentages of 
their respective totals. There has been a clear oecline in 
percentage male agricultural employment in all states except 
Tamil Nadu and U.P. between 1961. and 1981. There was a general 
increase between 1961 and 1971, possibly because of definitional 
problems. On the other hand, except for West Bengal, and, as 
might be expected, the proportion of people employed in the 
factory sector has increased between 1961 and 1981 in all the 




states. 
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All these results are quite consistent with some of the 


conjectures offered on the pattern of urbanisation observed. The 


decrease in disparity in the manufacturing factory sector - both 


in terms of value added as well as in employment - would lead to 


more uniform urbanisation since almost all factories would be 


found in urban areas. To the extent that factory employment has 


large multipliers for service, small manufacturing and government 


its efiect on urbanization would be reinforced. The decrease in 


in agricultural productivity suggests the "push" factor operating 


in the poorer states. This is particularly so since, despite the. 


decrease in agricultural employment (proportionally) it has been 


.pointed out that foodgrains output per male agricultural labour 


has declined or remained constant in the poorer states. Although 


there' is a significant increase in the labour employed in 


factories in these states, they do not appear large enough to 


cause the decrease in agricultural employment. 


The composite picture that emerges. then is. as follows. 

There has been a perceptible increase in interstate inequality 
as measured by per capita state domestic product. This has been 
caused largely by the stagnation in agriciiltural' productivity 
in the whole Eastern, Central-Eastern and South Eastern regions. 
There h ave been notable increases in factory production in all 
states and particularly so, in relative terms, in the hitherto 
backward states. This movement 'has mitigated somewhat the 
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the proportion employed in agriculture (a very significant 
decrease by Indian historical standards) accompanied by stagnation 
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increasing intarstate inequality but the favourable changes 
have not been large enough to counteract the adverse changes 
in agriculture. The combination of increased manufact'uring 
production and agricultural stagnaticn in the poorer states 
is likely to have caused the significant aGcaleration in 
urbanisation in the last decade. The data suggest that the 
absorptive power of agriculture has probably been stretched 
■ tc its limit in the sense that minirntma per capita subsistence 
limits may have been reached. In the earlier periods, there 
was considerable scope for extensive increase in the area 
under cultivation. It was therefore, possible to accommodate 
the, increase in population and consequently, agricultural 
. labour by extension of cultivation to hitherto uncultivated 
, lands. These possibilities have now been exhausted. Increa- 
ses in agricultural productions now can only take place by 
productivity changes, i.e., technological change. This- 
seems very clear for the whole rice regionj 'if there is labour 
using productivity change there will be an initial increase 
in labour absorption. The indications from Punjab and Haryana 
are that after the initial labour absorption, after income 
increases have taken place, and the agriculture becomes more 
technologically intensive, it is likely that urbanisation would 
again accelerate. The indications therefore are that both 
agricultural stagnation as well as growth is likely to 
c-.ntribute towards further urbanisation in the country in the 

foreseeable future. 
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SOME SELECTED INDICATORS OF ECONOMIC DEVELOPMENT 


State 


Agricultural c * 
Productivity- 
(tons par person) 


Power consumption per 
capita (Km) 



1961^ 

1971^ 

1981^ 


1961 

1971 

4 

1981 

1 


3 



5 


"7“ - 

,1. Andhra Pradesh 

. 0.88 

0.83 

1.06 


20 

56 

93 

2. Sihar 

0.71 

0.69 

0.67 


23 

65 

87 

3. Gujarat 

0.59 

0.94 

0.85 


55 

138 

231 

4. Haryana 


2.77 

2.91 



98 

211 

5 . Karnataka 

0.82 

1.06 

1.13 


41 

104 

149 

6. Kerala 

0,60 

0,50 

0.65 


36 

76 

97 

7. Madhya Pradesh 

1.24 

1.26 

0.98 


16 

54 

96 „ 

8. Maharashtra 

0.92 

0.65 

1.17 


78 

158 

230 

9. Orissa 

0.986 

0.96 

0.98 


326 

96, 

.115 

10. Punjab 

1.73 

3.07 

4.36 


70° 

159 

303 

1 1 , Raj asthan 

1.10 

1.44 

1.05 


3 

50 

93 

12. Tamil Nadu 

0.90 

0.98 

1.07 


58 

150 

• 184 

13. Uttar Pradesh 

0.85 

0.99 

0.99 


14 

60 

88 

1 4. West Bengal 

0.92 

1.11 

1.04 


75 , 

118 

118 

Mean 

0.94 

1.23 

1.35 


40 

97 

150 

Coefficient of 








Variation 

0.30 

0.59 

0.73 


0.61 

0.38 

0.45 

Notes 3 

1. Average of 

1959-60 

to 

1961- 

62 



2. Ave 

rage of 

1970-71 

anc 

l 1971 

-72 



3. Ave 

rage of 

1978-79 

to 

1980- 

81 



4. 1978-79 data. 

5. Defined as Total Foodgrains output in the 
State divided by total Male agricultural 
labour. 

6. Undivided Punjab. 
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SOME SELECTED INDICATORS OF ECONOMIC DEVELOPMENT' 


e Agricultural 


St at 


1. Andhra Pradesh 

2. Bihar 

3. Gujarat 

4. Haryana 

5. Karnataka 

6. Kerala 

7. Madhya Pradesh 

8. Maharashtra 

9. Orissa 

10. Punjab 

1 1 . Raj asthan 

12. Tamil Nadu 

13. Uttar Pradesh 

1 4. West Bengal 


Mean 


1. Total male agricultural employment as 
percentage of total male emplojmient. 

2. Total factory employment as percentage 
of total employment.' 


Notes 


3. For undivided Punjab. 
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III. The Determinants of Urbanisation ; 

S'v^me Explorations . 

5.1 The Level of Urbanisation 

As mentiuned in the introduction, the relationship between 
urbanisation and per capita income has been a long established 
one for international cross section as well as time series data. 
The hypothesis is that the shape of the relationship is logistic 
as e3?presfeed by an equation of the type 

U= — (1) 

-clogy 

1+bexp 

where U is per cent urban population and Y is per capita g.n.p. 
Good fits are generally found for such an equation. 


The most recent estimation of this type has been by Mills 
and Becker (1982) who have estimated a variant of (l). They have 
added a variable measuring the level of agricultural activity — 
the share of the labour force in agriculture. An alternative 
was to include a measure of manufacturing activity but the former 
"was found to be a better predictor of urba,nisatiGn in such a . 
fonmulation. They estimated a logistic form of the equation as 
well as a quadratic one of the form; 

U = aQ + a^ Y + a2 + a3 A + t .... (2) 

A is share in agricultural employment and t is a 

time trend. 

^1 ^ 
and a2 

this equation predicts U to start declining after some maximum 
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for a constant A. They found both these formulatdcns to perform 
quite well with a large set of international data spanning the 

' O'' ■ 

i 960 to 1980 period. The level of explanation achieved (R ) was 
about 0.77, i.e., as simple a formulation as this was found to 
account for 77% of the variance in urbanisation levels in the 
world. 

I utilize a similar framework for attempting to ej^plain the 
variance in urbanisation between states in India. Consistent 
data are new largely available as shown in the last section for 
1961, 1971 and 1981. Except for population data, most of the 
other data are not available yet for 1981, e.g., for SDP, agri- 
cultural production, etc. In each case the nearest available 
year has been used. Equations such as (l) and (z) are justified 
on the kind of theoretical bases given in Section I. They are 
neither structural n^r reduced form equations J per capita income 
urbanisation levels, share of agricultural employment, are all 
endogenous variables resulting from the kind of interactions 
sketched ea rlier. But the confirmatio?i of the associations 
predicted do give some support to the theory. 

I estimate essentially three types of equations i 

U = Sq + a^ Y + + a^A + a^^t ....(3) 

or U = bg + b^ Y b 2 Y^ + bjM + b^t ....(4) 

or U = Cq + c^ Y + C 2 Y^ + c^A + c^M + c^t ....(5) 

where U= level of urbanisation in the State 

Y = per capita state domestic product 
A = an index of agricultural activity 
M = an index of manufacturing activity 
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The exact definitions of the variables used are given in 
Table 8 . 

A measure of state domestic product per capita (SDP) at 
constant prices is used for Y; the share of male agricultural 
emplojnnent in total male employment (/oLAGRM) and agricioltural 
labour productivity (FGNS) expressed as total foodgrain production 
per agricultural labour are used as alternative measures for A; 
while the share of factory employment, value added per capita in 
the factory sector and per capita power consumption are the 
alternative measures for M, 

Table 9(a ) gives the regression results estimated by ordi- 
nary least squares. Variables are added in a step wise fashion 
to test for the stability of individual variables. The coeffi- 
dents for SEP and (SEP) are highly significant and have the 
predicted signs. The time trend does not add to the level of 
explanation. This suggests that there is no built in trend 
towards urbanisation over time. It argues against those who 
claim that much of the urbanisation taking place is merely becau- 
se of population pressure and is unrelated to economic growth. 

The consistently insignificant coefficient of t suggests that 

with stagnating income one would not expect increasing urbanisa- 
tion over time. Regressions (3) and (4) suffer somewhat from 
collinearity problems? %LFACT has a correlation coefficient of 
about 0.66 with SDP and about— 0.7 with LAGRM. Nonetheless, the 
coefficient of %LFACT(1.06) in regression (3) is significant at 
the 570 level. Ceteris parilus, i.e., keeping income constant, 
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a one percentage point increase in the share of faotory 
employment -would lead to a one per cent increase in the level 
of urbanisation. The coefficient of LAGM has the expected 
negative sign - an increase in the share of agricultural 
employment would lead to a small decrease in urbanisation. 

Table - 8 


Definition of Variables 


Dependent Variables 


1. URB 

Level of Urbanisation 

(Total Urban Population as a proportion 'of 
Total Population) . 

2. URBPOP 

Total Urban Population (in thousands of 
persons) . 

3. CLASS I 

Total Population of Class-I Cities (in 
thousands ®f persons) i.e. , Cities over 
100,000 population. 

4. NONCLASS I 

Total PopiiLation of Non Class-I Cities 
(in thousands of persons) i.e.. Cities 
under 100,000 population. 

Independent Variables 


A. Income Variables 


1. SDP 

State Domestic Product per Capita (in 
1970-71 constant prices). 1978-79 data 
used for 1981 . 

2. SDP^ 

(SDP)^ 

B. Bnplovment Variables (all measured in thousands of persons). 

3. LFACT 

Total finployment in factories. 

(All factories using power and employing 
more than 10 people and others employing 
more than 20 people). 


1979 data used for 1981. 

4. LAGRM 

Total male employment in agriculture. 


^This is defined as the excess employment in manufacturing 
over that required for domestic services. This minim-urn is 
approximated by the lowest proportion found among the dample of 
states. 
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Total male employment in non-household 
industries. (No I98i data) 


6. LFACMX 


Total employment in factories in "net 
export manufacturing activities”. 


Total 

Smploym- 

ent)- 


LFACT. 


LFACTl 

Total Employment. 


min 


Total employment in Central Government . 
(This does not include "Productive” 
enterprises, i.e., public enterprises). 
1980 data used for 1981. 

Total employment in State government. 
1980 data used for 1981. 

LFACT as percentage of total employment 
in the State. 


7. LGOCT 


8. LGOST 


9. % LFaCT 


LAGRiyI as percentage of total male 
employment in the State. 


10. % LAGFM 


C, Other Indicators of Economic Developments 


1 1 . VAFAC 


Total Power consimied per capita in the 
State (KWH/person) . 

1978-79 used for 1981. 

Total Foodgrains output per male 
agricultural labour in the State (tons 
per person) , 

Average of 1978-79 to 1980-81 used for 
1981. 

/ Tntal Food mrains Output) 

TaM 


D, Other 


Note 
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Table. - 


U RBANISATION AM) ECONOMIC DEVELOPMENT IN 
INDIAN STATES 1961-1981 (l) 


Dependent Variable :URB 
(Level: of Urbanization) 


Indep e nHent'*"" 
Variables 

1 

2 ■ 

3 

4 

5 

Constant 

-24.30 

(1.69) 

-25.11 

(1.72) 

-17.23 

(0.97) 

-7.80 

(0.41) 

-13.92 

(0.98) 

SDP 

0.108 

(5.43) 

0.107 

(5.34) 

0.081 

(3.29) 

0.079 

(3.20) 

0.083 

(4.25) 

2 

SIP 

-0.000055- 

(4.29) 

0.000055-0, 

(4.27) 

.000043-0. 

(2.86) 

.000040 - 
(2.77) 

-0.000044 

(3.73) 

% LFACT 



1.06 

(1.71) 

0.672 

(1.07) 


% LAGfili 




-0.112 
( 1.07) 


VAFaC 





0.049 

(3.16) 

m 






FGNS 






t 


0.72 

(0.77) 

0.65 

(0.72) 

0.67 

(0.74) 

-1. 14. 
(1.11) 

r2 

0.631 

0.637 

0.664 

0.675 

0.716 

^ 2, 
(Adjusted R ) 

0.612 

0.608 

0.627 

0.629 

0.684 


Notes 


1. All regressions run with 41 observations. 

13 states in 1961 and l4_each_in 1971 and 1981 
(Punjab and Haryana combined in 1961) 

2. t Statistics in parenthesis. 
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The output variable for M performs somewhat better* The 
\ ' ' ' 
coefficient of VAFAC (the value added per capita in the factory 

sector) is highly significant (regressions 3 and 7) and adds 

considerably to the magnitude of variance explained, despite 

correlation with S.D.P. (0.65). The other proxy for M that is 

used is power consumption per capita (Klffli). The coefficients for 

this are also highly significant and stable (regressions 6,8,9). 

Finally, the last variable utilised is FGNS (agricultural 

labour productivity) - this has a negative sign but is not found. 

to be statistically significant. It does indicate that, ceteris 

paribus, higher agricultural labour productivity would tend to 

decrease urbanisation. 

It is of interest to analyse the implications of these 

2 

regressions a bit further. The R S obtained are gratifyingly 
high - in the range of 0 . 75 . These equations succeed in 
explaining as much as 73 % of the variance between states in 
urbanisation. Furthermore, if the definition of urban population 
is taken to include only towns above 20,000 population, and the 
dependent variable URB is changed accordingly , . it is found that 
R^ incre.ases to about 0.82. This is presumably because, as was 
suggested in the last section, the definitional problems at the 
lower end of the settlement scale are eliminated. Consequently, 
the variation between states as well as over time that is due to 
inconsistent definition is eliminated. One interesting feature 
of these estimates is that the maximimi positive effect of income 
on urbanisation is reached at relatively low income levels a.nd 
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is in fact within the sample. In fact, the maximum effect is 
reached in the range of about Rs.750 to 950 per capita income 
(1970-71 prices) in different regressions. 

Table-9(b; 

U RBAKIZATION AND ECONOMIC DEVELOPMENT IN 
IhDiAN states 1961 - 1981 (2) 


Dependent Variable t URB (Level of Urbanisation) 


Independent 

Variables 

Constant 

-19.85 

(1.49) 

-4.28 

(0.27) 

-6.47 

(0.42) 

-5.06 

-3.70 

(0,21) 

SDP 

0.103 

(5.80) 

0.075 

(3.64) 

0.090 

(4.73) 

0.079 

(3.71) 

0.069 
(3.1 6 ) 

SDP^ 

-0.000065-0 

(5.61) 

.000040-0 

(3.24) 

.000058-0. 

(4.68) 

000043 -0 
(2.50) 

.000031 

(1.85) 

% LFACT 






% LAGffl 


-0.098 

(1.14) 

-0.125 

(1.55) 

0.087 

(1.01) 

-0.075 

(0.83) 

VAFAC 


0.044 

(2.74) 



0.031 

(1.45) 

Km 

0.093 

(3.47) 


0.087 

(3.28) 

0.071 

(2.37) 


FGNS 




-2.34 

(1.19) 

-2.17 

(0.89) 

t 

-2.72 

(2.12) 

-0.96 

(0.93) 

-2.52 

(1.99) 

-1.97 

(1.47) 

-0.54 

(0.48) 

T2 

R 

0.728 

0. 726 

0.746 

0.756 

0.732 


; 0.698 

0.687 

0.709 

0.713 

0.685 


Notes J 


See Table 9(a). 
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In international data this turning point naturally comes at 


much higher incomes. The reason is essentially that this is a 


ceteris paribus result; If the share ‘of agricultural employment 


or factory employment remains constant, this is in fact what 


would happen. This can be illustrated with reference to Punjab. 


Punjab now has the highest SEP but its urbanisation level of 


27.7 per cent is only the fifth among States. Increases in 


income without accompanying declines in agricultural employment 


or increase in manufacturing tends to keep the level of 


urbanisation down. The interconnected simultaneous processes 


sketched in Section 1 are therefore being captured well in 


these equations. It is admitted that it is somewhat tautological 
to say that without a decline in agricultural employment urban- 
isation will not increase. But when does this happen? This 


occurs in two kinds of situation. First, when income increases 


only in the urban sector, that is in a highly dualistic 
economy, without matching changes in the subsistence agricultural 
sector. Second when income increases in the agricultural sector 
because of labour using technological changes - perhaps like 
in the Punjab. But both the situations have their limits. TAfhen 
urban/ rural income disparities become too great? migration is 
induced, but the employment problem remains unless labour using 
urban technologies are found. Similarly, as may be happening 
in the Punjab, as agricultural incomes increase further and the 
demand for urban goods increases then increased demand for urban 
labour would tend to take labour from rural areas which would 
then also have the effect of quicker introduction of labour 
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saving technology in agriculture. The resiiits from the 
equations estimated -would be consistent -with these kind of 
changes in the, economy. 


I 
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•Further insight is gained by comparing the fitted values 
with the actual levels of urbanisation. To the extent that 
the estimations reflect some ’’norm'* the errors in prediction 
reflect '‘under" or "over" urbanisation. Consider the case of 
the poorer states first which have been found to urbanise 
relatively rapidly in the past decade. Bihar and Orissa are 
found to be consistently "under" urbanised, i.e., they are 
expected to be more urbanised than they are. But this gap has 
been consistently reduced over the last 20 years, particoilarly 
in the last decade. This presumably reflects the highly capital 
intensive nature of the industries in those states - given 
their income levels, albeit low, higher levels of urbanisation 
would have been expected. To the extent that the nature of 
industry has not changed over this period, and that this has 
been accompanied by agricultural stagnation, it would be valid 
to infer that this catch up phenomenon has been of the push 
migration variety. It , was ; docimiented in Mohan & Pant (1982) 
that this increased urbanisation: in these states is largely 
accounted for by very high growth in urban population in the 
regions which have received the most industry. These, however, 
are still quite concentrated - in the Southern region of Bihar 
for example — so that the expected level of urbanisati'-n is 
still hio-her than the actual even after rapid urbanisation in 
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in tile past decade. Among the other poor states, U.P. is 
close to the predicted value in all years when small towns with 
less than 20,000 population are excluded. But if the total 
urban population is used the 1981 actual value is much higher 
than predicted implying over-urbanisation. This suggests that 
the acceleration in urbanisation in U.P. is essentially due to 
definitional changes as was found in the last section. Other- 
wise, U.P. gives no cause for surprise. Madhya Pradesh was 
close to the predicted value in 1961 but has ’®over'' urbanised 
considerably over the past two decades. This is true even if 
small towns are excluded and is therefore not a definitional 


problem. Given that industrial investment there has been 
concentrated in the Eastern region of the State. This result 


again suggests "push” from rural areas in Madhya Pradesh also 


Among other states, Kerala is consistently under-urbanised 
this may be because of the definitional problems alluded to 
earlier. Haryana is also under-urbanised though less so in 
1981 - this is consistent with the productivity gains made there 
in agriculture and which have been labour using. Urbanisation 
is, however, catching up because of continuing income increases. 
The rest of the states - Andhra Pradesh, Gujarat, Karnataka, 
Meiharashtra, Rajasthan and West Bengal may be termed normal 
in that their predicted and actual values are quite close in 
all three years. 
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iHnent wultipliers 


Having established the pattern of inter-state variation 


in overall xirbanisation found in India is quite consistent with 
a simple formulation of the relationship between urbanisation 


and economic development, it is now necessary to elaborate 


this, further by attempting to find the determinants of the 


absolute levels of urban population found. The methodology 


adopted is essentially that of Mera (1975) who has suggested a 


"layer” theory of urbanisation as outlined in Section I. The 


idea is to relate the magnitude of urban population to categories 


of basic employment, i.e., 


dy| + d2 S + d^ T 


. (6) 


where U-| is urban population, P, S and T are the basic employ- 
ment in the primary, secondary and tertiary sectors respectively. 


d-j,d 2 »dj are then the population multipliers resulting from 


basic employment. 


This formulation brings into focus a neglected aspect of 


urbanisation until nows the role of the tertiary or service 


sector in the generation of urban employment and population. The 
justification for this neglect is essentially the idea that all 
tertiary sector employment is derived from the demands of agri- 
cultural and manufacturing activities. Ihis assumption is now 
relaxed and the tertiary sector can now have at least some 


component of "basic” employment. 


Equation (6) merely says that each type cf basic emplo 3 mient 


adds a 


layer of urban population which is additive. Interactions 
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between the P, S and T are ignored by definition since they 
constitute ’’basic" or ’’export-based’’ or "exogenous" employment. 
In the primary sector all male agricultural employment is 
regarded as basic employment. Two variables are used for each 
of the secondary and tertiary sectors. LFACT is total employ- 
ment in the factory sector. This may be regarded as axogenous 
since this is employment in only the larger factories, defined 
as those employing more thcUi 10 employees if using power and 
more than 20 if not using power. These out off points are, in 
reality, quite lows it would be more correct to use higher cut- 
off points on the argument that it is the larger factories which 
exhibit economies of scale and are therefore "more exogenous". 
Mera suggests construction of another variable to get around 
this problem. The objective is to purge LFACT of that factory 
employment which is not basic, i,e», that which is derived. If 
it is assumed that the State which has the lowest proportion of 
LFaCT has only derived factory employment, this proportion 
would be necessary in all the other States lor local consump- 
tion purposes. The excess over this proportion then comprises 
"basic" or "export" employment (LFACMX) in all other states. 

For the tertiary sector, government employment is regarded as 
basic and the two measures used are State Government employees 
and Central Government employees. 

Three different measures of urban population are used as 
the dependent variable in order to investigate the functions of 
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different sizes of cities. First is URBPOP, the total urban 
populationj second is GL4S3-I which is the population of cities 
over 100,000 only; and the third is NONCLiSS-I which is merely 
(URBPOP-CLASS-I) i.e. , the total pcpxfLation of small towns. 

As was suggested in Section I, it is expected that the size 
and distribution of urban population in small towns is likely to 
be determined by agricultural demand (or agricultural employment) 
while that of large cities is expected to be uncorrelated with 
agriculture. 

Ta ble 10a gives the regressions for URBOPOP. Once again 
the different variables are introduced separately first to test 
for collinearity effects that may arise when they are combined to- 
gether in one regression. Agricultural employment is common to 
all the regressions reported. The coefficient of LAORM is quite 
unstable over the 7 regressions, suggesting high correlation 
(0.72) with State government employment (LGOST) . Its correlation 
with Central Government employment (LGOCT) is also high (0.66). 
This suggests the derived nature of government employment. 

Indeed, a comparison of regressions (l) and (4) shows that the 
addition of LGOCT adds nothing to the level of explanation 
provided by just agricultural and factory employment. Indeed, 
the correlation of government employment, both central and state 
is even more highly correlated with LFACT. Note that in 
equations where there is no LGOST and when the coefficient of 
Li.Gavi is statistically significant, it is also quite stable at 
about 0.4. This means that about 5 agricultural jobs generate 
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about 2 head of urban population. Using a participation rate 
of about 35-36%, this means that it takes about_ 7 agri cultural 
jobs to generate 1 urban job. The coefficient of LFACT varies 
between about 8 and 12 and that for LFaCMX between 6 and 10. 
iiccounting for the correlation with government employment, one 
can say that every basic manufacturing job induces an increase 
in urban population of about 8 to 10 or that it induces 3 to 4 
other jobs. 

It is interesting to see that contrary to expectations 
central government employment appears to be almost totally 
derived; its coefficient is unatablo and not statistically signi- 
ficant. Surprisingly, state goverrmant employment continues to 
be significant when included in an equation with agricultural 
as well as factory employment. The popifLation multiplier for 
state governiiaent employment may be as high as that for LFACT, 
that is between about 8 and 10. Note in Table lOa that . regress- 
ion (l) is not improved on significantly by the addition of 
government emplojnnent. It would then be reasonable to conclude 
that it is essentially agricultural and factory employment that 
is basic while government employment is derived from these 
activities. 

Table 10b gives the same results for CLAS3-I cities only 
i. e. , the determinants of population in large cities. The first 
thing to note is that the significance of the coefficient of 
agricultural employment declines, as does its magnitude. It is 

This means that it takes about 6-7 agricul- 
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Tabie 


THE DETfiRlviINANTS OF URBAN POPULATION IN( l ) 


INDIAN STATES 


Dependent Variable ;URBPOP 


Independent 

Variables 


Constant 


LFACT 


LGGCT 


LGOST 


Notes 


No. of observations in all regressions. 41 

13 for 1961 (Punjab and Haryana taken 

as one otate in 1 96 1 ) 

14 for 1971 
l4 for 1981 



0.881 0.801 

0.859 

0.881 

0.907 

0.854 

0.902 

-r2 2 

(Adjusted R ) 

0.871 0.785 

0.848 

0.868 

0.897 

0.838 

0,891 
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tural jobs to induce an increase in large city population of 
1 or that it takes about 15-20 agricultural jobs to create the _ 
demand for 1 job in large cities. The coefficients for LFAGT 
and LFiiCMX are quite stable, large and significant as expected. . 
Every factory job creates 2 tc -5 jobs in large cities. Note 
also thatthe coefficient of central government employment (LGOGT) 
is significant at the 5'/6 level in regression (2) and of sizeable 
magnitude, quite similgir to that of LFAGT. This suggests that 
central government jobs are largely locatad in large cities and 
they do have a mxfLtiplier effect. The coefficients of LGOST are 
of about the same magnitude . as they were in the URBPOP regress- , 
ions. Regressions (5) and (6) are for 1961 and 1971 data only 
and use yet another measure of manufacturing employment. This 
is LI4NHM, male employment in non-household industry. This ; 
includes all manufacturing except household industry and is there- 
fore not an adequate representation of basic manufacturing 
employment - its coefficients being smaller than those for 
factory emplo 3 mient are consistent with this idea. 

Table 10c reports similar estimates for small towns. The 
first feature to note is the consistently significant coefficient 
of male agricultural emplo 5 mient (L/iGRM) and of a stable magnitude, 
iibout 9 to 10 agritul tural jobs give rise to 1 job in a small 
town. This suggests that in the absence of any factory employ- 
ment, the level of urbanisation in an exclusively agricultural 
economy should be in the region of about 10 per cent . 
not very far from the lowest levels that are observed 


This is 
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ffiE DETEmiNANTS OF URfiAM POPULATION IN (2) 
INDIAN ST ATES 

Dependent Variable ^ 





CLASS 

I 



Independent 

Variables 

All 

Years 1961, 1971, 

1981 

1961 

and 1971 


1 

2 

T 


5 

6 

Constant 

-2613 

i2.12) 

-3439 

(2.72) 

-1569 

(1.43) 

-2088 

(0.52) 

-1135 

(1.17) 

-648 

(0.6l) 

LaGFM 

0.118 

(1.57) 

0.146 

(1.57) 

-0.079 -0.60 
(1.24) (0.92) 

0.075 

(1.32) 

-0.072 
(l . 14) 

LFACT 

8.31 

(5.02) 


5.64 

(5.54) 




LFACMX 


7.14 

(3.99) 


5.34 

(5.62) 



mm! 





4. 40 
(5.17) 

3.56 

(5.72) 

LGOCT 

4.20 

(0.94) 

8.05 

(1.78) 



2.95 

(0.82) 


LGOST 



6.82, 

(4.79) 

9.63 

(4.32) 


5.75 

(3.20) 

t 

1030 

(4.22) 

968 

(4.13) 

217 

(0.89) 

443 

(1.69) 

315 

(1.10) 

-314 

(1.06) = 



0.900 

0.898 

0.938 

0.939 

0.924 


0.889 

0.890 

0.931 

0.932 

0.910 

No. of 

observations 

41 

4l 

4l 

4l 

27 

Notes i- 

1. Datf 

1 not available 

yet from 

1981 


2. See 

Table 

10a. 
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THE DETERMINANTS OF URBAN POPULATION ( 3 ) 


Dependent VariablesNGNGLASS I 


|s 


i ^ 




■ 


Independent 

Variables 


Constant 

LAGm 

LFACT 

LFaCMX 

LMNHi'd^ 

^LGOCT 

LGOST 

t 


All 

Years 

1961, 

1971,1981 

1961 

and 1971 only 

T™”"" 





6 

912 

627 

1160 

1153 

859 

1672 

(0.81) 

(0.56) 

(0.90) 

(0.94) 

(0.80) 

(1.15) 

0.306 0 

.294 

0 . 203 

0.187 

0.255 

-0.011 

(4.45) (3.58) 

(2.73) 

(2.4l) 

(4.05) 

(0.13) 


4.09 

(2.71) 


1.87 

(1.57) 


2.87 

(1.82) 


-4.95 -1.56 

( 1 . 20 ) ( 0 . 38 ) 


1.26 

( 1 . 12 ) 


4.35 0.92 

(4.65) (1.13) 


- 9.66 

(2.45) 


0.96 1.18 
( 0 . 58 ) ( 1 . 20 ) 


42.4 293 10.8 8.96 - 49.3 

(0.19) (1.32) (0.04) (0.03) (0.17) 


4.67 

(1.95) 

-427 

<1.04) 




■ 


m 




r2 ■ 

0.672 0.638 

0.661 

0.650 

0.763 

0.743 


0.635 0.598 

0.624 

0.612 

0.720 

0.696 

No. of 

observations 

4l 41 

41 

41 

27 

27 


Notas; 1. Data not available yet from 1981 Census 
2. See Table' 10a. 
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internationally as well as in India's most backward regions. 

The coefficients of LFiiCT and LFAQiX are seen to decline in 
size as well as insignificance level. It is noteworthy, however, 
that the more inclusive measure of manufacturing employment 
LMNHM essentially retains its magnitude and significance. It 
would seem that central government employment is not important in 
small and medium towns. The negative sign implies that most 
central government employment goes to large cities and perhaps 
attracts population out of small and medium towns: this argument 
cannot be taken too far since the coefficient is not statistically 
significant. State government employment continues to be 
significant but is highly correlated with agricultural employment 
-suggesting that state government employment is essential 
servicing agriculture. 

What emerges from these results? First, the level of 
explanation is surprisingly high. About 90.per cent of the 
variance in urban population a,s well as that of large cities 'is 
accounted for by these formulations. The variance of small ; town 
population is not as well explained but stil^ quite respectable 
with in the region of 0.65. That large cities are not 

intimately connected with their hinterlands is supported by 
these results. Factory employment' has multipliers of about 3 to 
4. Government employment is largely derived from the demands of 
the primary and seoondary sectors: it does not appear to be 
autonomous or exogenous. In . trying to explain government 
employment, it was regressed against agricultural and manufac- 
turing employment, (regressions not reported here). About 90 
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per cent of the variance is explained. Abut 75 agricultural 
jobs create 1 central government job while only about 25 jobs 
create 1 state government job. Similarly, 3 factory jobs 
create 1 central government job but 2 state government ones. 

Small towns are more organically connected with agriculture and 
the employment within them is essentially for the service of 
agriculture. Government employment has been found to be almost 
totally derived: it is clearly not autonomous. 

In comparing the actual urban, large city and small towns 
populations with predicted ones, it is found that Orissa was 
seriously lacking in adequate small towns populations, as well 
as Maharashtra. Bihar and Madhya Pradesh are found to lack 
adequate large city population. These re soilts are suggestive of 
methodology that could be used for regional investigations ; in 
order to determine whether the lack of different sized towns is 
warranted or not. 

IV. Urbanisation in Indian' States s Interpretation 

The statistical re siilts found in the simple estimations 
attempted have been: found to be surprisingly good and consistent 
with the theory offered in Section I, The pattern of urbanisa- 
tion in India is clearly not chaotic: it is much as would be 
expected from theory in most states. This is someAdiat surprising 
since the regularity of pattern is not obvious at first gl 0 ,nce. 

If -the kind of simple equations used are regarded as^ good 
forecasting equations, such a system of equations could even 
be used for forecasting and planning purposes. The prediction 
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of intra-national or inter-regional growth rates of urbanisation 
has never been regarded as easy* An enlightehed use of these 
estimation procedures cc-uld be quite useful. 

As predicted there is a tight relationship between levels 
of urbanisation and -economic development. The surprising 
feature of the estimations is that the peak effect of income on 
urbanisation is found to be at quite low income levels and is 
in fact found within the sample of Indian States. This result 
is unexpected since the use of international data would suggest 
this turning point to occur at much higher income levels. The 
. only interpretation that can be offered here is that the effect 
captured is a ceteris paribus effect; this is the pattern of 

the effect of income on urbanisation when the structure of 
employment does not change appreciably. This happens when 
overall income increases because of industrial growth unaccompa- 
nied by matching changes in the agricultural sector i.e., the 
familiar dualistic pattern. This may be the case in the more 
industrialised states in the country; Maharashtra, Tamil Nadu, 
West Bengal and Gujarat. All have experienced a significant, 
deceleration in their rates of urbanisation except for Gujarat 
and all have experienced stagnating agricultural productivity. 
Their historically high industrialisation and urbanisation 
levels were clearly not due to intrinsic forces of urbanisation 
and Gconomic development but because of the demands of the 
colonial system. 

More light is shed on this issue by the effects on urban 
population of basic employment. It is of great interest to see 
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that agricxaltural employment essentially only creates demand 
for services and industry in only small and medium towns. The 
population of large cities has little relationship with agri- 
cultural activity except in an indirect fashion through general 
income growth which creates demand for urban goods. Hence in 
the situation of countrywide agricultural stagnation as was the 
Indian experience in the 50-100 years before independence, the 
small amount of urbanisation t;hat took place had to be ’'exogenous” 
based on colonial trade patterns. The great policy relevance 
'of these findings is that the growth of small and me dim towns 
is likely to be brought about by agricultural growth in the back- 
ward regions rather than industrial dispersal . The hi^ly signi- 
ficant effects of factory employment on the generation of 
population in large cities would suggest a policy of industrial . 
dispersal to existing large cities which may be somewhat indus- 
trially backward. Or, alternatively, it suggests the creation of 
new centres which will be of substantial size. There should be 
a dispersal of concentrations rather than a dispersal of 
concentration. 

The idea that economies of scale that exist in manufacturing 
cause the formation of concentrations is supported by the large 
population and employment multipliers found for factory employ- 
ment. One of the key drawbacks in the work reported in this 
paper is the lack of a good indicator of "basic” tertiary sector 
employment. It is of great significanoe that government 
employment can largely be explained by basic agricultural and 
factory employment. The size of government is then not as 
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exogenous as is often thoughts it is therefore not easy to | 

trim it. j 

■ ■ ■ ■ ' ' ■ ' ' ■ ■ ■ ■ "■ J 

■■ : ' ■■■ ■' ■ ./■' ■■ "■ I 

The consistent story that emerges from the estimations in 

' . . . ' " 

this paper is then as follows. Increases in income do lead to 

■ ■ ' ^ ■ ' f 

higher urbanisation levels. This is because of the diversifica- 
tion of activity that usually accompanies growth in incomes | 

(because of Engel demand effects, etc. ). If this diversification 
does not take place, the urbanisation accompanying it would be 
slower than otherwise. Many of the no n-agri cultural activities 
exhibit economies of scale: these determine the sizes of 
settlements that follows. The distribiition as between large, 
medium and small towns is therefore determined by the distribu- 
tion of economic activities. The number and distribution of * 

small towns is particularly linked tightly, with the level and 
distribution of agricilLtural activity. The hierarchy of 
economies of scale found in the manufacture, of different 
products along with the agglomeration economies as revealed' by 
manufacturing empl05miant multipliers presumably then determines 
the hierarchy of the size of settlements. Layers of urbanisa- 
tion-are cum-ulati-vely added on by the different basic - 
activities. 

attempts to link the overall theory of 
urbanisation and economic development as captured in a structural 
model of the kind sketched in Section I v;itb the Central place 
theories of the distribution of settlements and the "economic 
base" theories for the size of a settlement. These explorations 
suggest that spatial sub— models can, be grafted on to such 

. 
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countrywide sectoral models. The total agricultural employment, 

for example, as determined by such a model, could be used, in a 

sub-model, to generate one layer of urbanisation -the small and ‘ 

1 - ■ 

medium towns. Total manufacturing employment, similarly, '•ould 

be disaggregated and then used to . generate the larger order 


settlements - and so on. 

■ ^ 1 

h 

It is, perhaps, appropriate to conclude with a key poll#/ i * 

i 

implication of the findings in this paper. It is the growth of L:'|. ■ 


agriculture in the backward regions and specifically the whole 

£: 

Eastern region which needs the highest attention. This essenti- ipl ! 

m 

ally means that technological innovations in rice and dry area 1® ^ 


crops need the greatest research inputs. This agricultural- j 


. stagnation in the Eastern region is largely responsible for the j 

S"' ' ' 

; increasing regional disparity in the country. The redressal of . j 

1: ■ 

this disparity in agriculture is also, incidentally, the best 

■ ■ 

- , ■ ■ ■ ■ . . , ■ J 

policy for balanced urban growth. The focus on regional 

m:' 

■ dispersal must be more on agricultural technology and less on 

' , i'-' - \ 
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manufacturing. 
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URBAN POPULATION OF STATES IN INDIA 


Andhra Pradesh 

Bihar 

Gujarat 

Haryana 

Karnataka 

Madhya Pradesh 

Maharashtra 

Orissa 

Punjab 

Rajasthan 

Tamil Nadu 

Uttar Pradesh 

West Bengal 


61629 77566 10®02 156192 43169 6l4l8 89607 13^^ 


Including all states with total population 
greater than 10 million in 1971 but excluding 
Kerala and Assam. 

j2^c2.uding all states except Assam and Jammu Sc 
Kashmir. 

Census of India 1981 - Provisional Population 
Totals - Series I - Paper 2 of 1981. 


Source s: 
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1 , UREPOP 


2. CLASS I 


3. NONCLASSI 


4. LAGRM 


Centre for Monitoring the Indian 
Economy; 

Basic Statistics Relating to the 


7- VAFAC 


Iconom' 


Govt. of India; 

Ministry of LaboursDirectorate 
General of Employment and Training 
Employment Review (Annual) 

Various Issues. 


9. LGOCT 


10. LGOST 


11. LFACT 


Govt. of India; 

Statistical Abstract 
(Annual). Various Issues 
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Most countries in the developing world have experienced a 
disproportionate rise in their urban population/ urban poverty 
and underemployment in the last few decades.^ Large sections of 
this population are concentrated in slums and shanty towns and are 
engaged in a number of irregular occupations. These people and 
their engagements have been popularly termed as the 'urban informal 
sector', A major debate has emerged over the last decade about 
their independent existence/ partial integration or total integra- 
tion into the dominant macro- economic systems of these cGuntries. 

It is also contested whether the relationships between the formal 

2 

and the informal sectors are exploitative or benign. The purpose 
of this paper is to deduce an alternative definition of the infor- 
mal sector/ make a case to study the informal sector as a continuum . 
of the so called formal sectors, and finally, reflect upon the 
process of capital accumulation in these countries as it has emerged 
through a juxtaposition of the formal and the informal sectors. In 
the next section we evolve, a definition? in section 3 a typological 
exercise is attempted for showing the formal— informal linkages? and 
in the last section some hypotheses on the capital accumulation 
processes are described in light of the different economic formatj.ons 
in the developing countries, where the informal sector forms an 

* Indian Council of Social Science Research, New Delhi. 

I am grateful to Zofia Kozak and Harsh Sethi for their comments,. 








: ^ 








important segment. The main evidences in the paper are based 
on a series of case studies from India# though the arguments 
presented draw upon global literature. 


more than fifty per cent of the population is engaged in 
unorganized sectors and household production and services 


organizations where there eixst no wage or work hour regulations 


(ILO 1972; Kowaric (undated); Lubell 1974; Set huraman 1976a) 


In spite of this deprivation, this section of the society is 


expanding faster than the total urban population which in turn 
is growing at a higher rate than the overall population of these 
countries (World Bank 1975; GOI 1981). It is also observed that 


their contribution to the national income is signficant and at 


least in the case of India the so called non- corporate, non- 


factory sector production is at par with that of the organised 


Open unemployment measured in time units in developing 
countries is relatively insignificant, ranging between five and 
ten per cent, showing that most persons of all ages and sexes 
have something to do (Seal 1980). But since the poverty levels 
are quite high (Ahluwalia et al 1978), the large underemploynent 
r-a-icoo a 'n+'. 1 f rniAstion of the definition of urban workers 


and their activity. To begin with, we 
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The urban informal sector has been identified by several 

3" ' ' 

characteristics which are often coterminous (Sethuraman 1976b) . 

The first characteristic is the small size of the units (Weeks 
1975). But size alone is an insufficient identification as 
there is neither a justification to segment the size continuum 
nor do the low productivity or underemployment associated with 
the small size, follow a universal pattern. The second character- 
istic cited is the non- corporate family type ownership (Papola 
1980), though this too is inappropriate, as some of the largest 
enterprises in India are owned by individual families. A more 
realistic characteristic is the relatively low order technology 
that universally prevails in these sectors (Joshi and Joshi 1976). 
The technology is capital scarce and at times the unit survives 
sheerly due to low wages. An important characteristic identified 
is marketing. The informal sector operates in a highly competitive 
market and often has to sell goods and services at unfavourable 
prices against an inequitious competition from the organized 
industries which form price cartels due to their monopolistic 
and oligoplistic positions (Sethuraman 1976b) . Fifthly the 
informal sector has no access to public facilities and state 
patronage like bank credit, electricity and water (Weeks 1975) 
and may either have to pay extra amounts for the same or enter 
into clandestine arrangements with various agencies for this 

purpose. In fact an interesting observation is that the formal 

4 

sector itself promotes illegal activities in the shanty towns. 

The sixth feature of the informal sector is the absence of wage 
regulation and work- regulation and wide prevalence of self and 
casual CTiployment. Every worker has something to do, implying that 
entry into the labour market is near automatic (Fapola 1980) . But 
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is a multi segmental system with its own laws of entry and exit 
into the labour market (Bremen 1976, Standing 1977) and even if 
the entry may be easy, the fresh entrants may be entrusted with 
the most menial work (or even be forced into prostitution). 


Studies on the informal labour market have been concerned 


with two groups of inquiry, namely, the rural to urban migration 
-about the origin of workers migrants, their age- sex composition, 
earnings and stability of jobs (Connell 1978, Greenwood 1971), 
and the nature of the segmentation of the labour market and the 
determination of unemployment (Bremen 1976, Hauser 1974, ILO 1972, 
Joshi and Jos hi 1976) . These studies indicate that the informal 
labour markets can be classified into a fourfold framework. 

These are s (a) The segmented labour markets, where there is 
vertical/spatial labour immobility; (b) Institutional labour 
markets where the employment and wages are determined predominantly 
on caste, social status and similar criteria; (c) Subsistence type, 

where a primitive economy prevails; and (d) Neo-classical type, 

' .5 ■ 

where there is smooth employment-wage adjustment. The first three 
categories dominate as against the fourth, k number of studies 
show that there is little unemployment and the concern expressed 

is more upon degrees of poverty, productivity levels and exploi- 


tation 


sector concepts and the labour market ciassiticauions 
concern of both these inquiries is towards the working poor, 
as to who they are, what they do, etc. From a macro viewpoint 
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one is therefore/ in a position to treat the informal sector and 
the informal labour market as a single conceptual category of 
the working poor which includes petty producers/ artisans/ small 
retailers and a large number of other undefined workers who are 
in self-employment or otherwise. They fall outside the Govern- 
mental regulations of employment and wages and operate in low order 
techno- economic formations/ with skills acquired from oust id e the 


Such a definition 


two 'vague' and not permitting to separate out homogenous analy- 
tical categories, A whole issue of the 'World Development' 1978 
was devoted to such discussions But to explain the informal as 
an integral part of the economy/ and in turn depict the process 
of its growth and perpetuation/ such a broad based classification- 


sectors with the formal sectors, which have oeen uermeu ut. 
ative by some authors (Leys 1973, Blenefeia and Godfrey 1978) a: 
benign by others (Lapola and Mathur 1980, ILO 1972) . The pre- 
dominant concern of most studies have been to establish enterpr 
enterprise relationships (watanabe 1978, Middleton 1981, Harris 
1982), but the broad based definition of the last section warra 
more disaggregated empirical categories. The two forms of econ 
activity, namely, production and marketing can be sub-divided 1 
several processes which reflect a juxtaposition of the formal a 
1.1 oor.-t-oT'.c;. They are described in turn. 


6 


Production Linkages 

A large number of big corporations/ both in the national 
and the international sectors, subcontract part of their acti- 
vities outside their own enterprises to small and tiny units. 

It is cheaper to have thw work done outside the formal sector 
in cases where there are no economies of scale. This is not 
uncommon in developing countries, as much of the technology and/ 
or product composition permit little room for economies except 
by wage reduction. The different studies on the economies of 
scale (Sardesara 1980) and occupational wage disparities across 
different sizes of firms in Indian industry (Bose 1980, NIC 1977) 
are witness to these aspects. Typical examples of subcontracting 
are found in the mechanical engineering industries, food processing, . 
electrical and electronic industries, garments, textiles and furni- . 
ture manufactures amongst others (Watanabe 1978, Papola and Mathur 
1980). To quote from a recent study by Harris (1982) for South 
India, "Durairajan owns a company producing a range of small 
machine tools.... he is also encouraging some of the experienced ; 
workers from the machine shop to leave and set up their own. small 
workshops. He has helped those who have agreed to do this by 
selling them second-hand machinery at book value and by giving 
them orders to work,... he has been able to reduce the costs of 
production of the small drilling machines for which his company 
first established its reputation through lowering labour costs.... 
by having got rid of some workers who, whilst having valuable ex- 
perience and skills, were also leading trade union members and at 
least potential 'trouble makers'". Similarly, a leading tractor 
manufacturer in North India has proclaimed tnat he cubcontracts 
and buys parts from as many as a thousand small ancillary units 
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and thus provides employment and entrepreneurial opportunities 
to several thousand people. What he in effect gains are cheap 
semi-finished goods and services of trade union free labour. 

In a study of the light industry in Western India , Streefkerk (1981) 
writes, "A number of industrial firms in Balsar are closely asso- 
ciated with larger industrial concerns..., we might speak of the 
integration of modern light firms into the industrial structure; 
an integration marked by a social and economic subordination with 
respect to the larger concerns. This association allows these 
latter firms to supply themselves with relatively cheap parts and 
to contract out certain phases of the production process." Sub- 
contracting has another exploitative element. Large manufacturers 
often delay payments, causing interest losses to their junior 
partners . The money borrowed by the latter is from private money- 
lenders at rates much higher than the bank rantes. As a result 
the workers get paid less and irregularly . 

£ form of exploitative bondage of the informal sector with 
the formal sector in a food processing industry (cashew) has been 
studied in Kerala by Kannan (Kannan 1978, Kannan 1981) . It has 
been observed that cashew processing is sublet to the 'cottage' 
sector (illegally) from the factory sector where there is no wage 
regulation or trade union. In addition there has been a constant 
flight of capital to the adjoining state of Tamil Nadu, since there 
is no wage regulation enforced in Tamil Nadu and labour is drawn 
from the informal market at a wage rate which is about 38 per cent 
of the minimum legislatively fixed wage in Kerala, 





lifliisiiil 


Casual labour is employed by large factories and enterprises 
on a contract basis along with regular workers with differential 
wages and no commitments to any other facilities like medical 
benefits, pension etc. This is a common practice by const 3 ruction 
companies and industries where the demand for labour may vary 
seasonally or as per the supply of raw materials from agriculture 
like sugar mills or textile mills. In a detailed study of the 
construction industry in Ahmedabad city, Subramanian et al (1979) 


writes "The system of labour contracting thus characterizes an 


important feature of the labour supply in the construction labour 
market. The most common method is wherein the building contractor 


himself provides the materials and most of the employment required 


out the work 


found to vary from 10 per cent to 20 per cent of the wage rates." 
(Ibid, p. 45-46) The predominance of the unorganized labour engage- 
ment in the construction industry is evident from the following 
table where the role of the official Employment Exchange and the 


Trade Unions is nil 


Total Workers (%) 


Own Efforts 

Labour Contractors' Efforts 
On Introduction by Other Workers 
Through Employment Exchange 
Through Labour Union's Efforts 
Relatives' Efforts etc. 


Subramanian et al (1979), p.99 
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In this study it is also stated that the average wage of an 
unskilled worker is Rs. 6.1 while the min iirtum wage legislation had 
prescribed a wage ra'te of Rs.7.30. The author writes that it is 
revealing to find that the average. wage rates of some occupations# 
especially the unskilled# prevailing in the building construction 
in 1977-78 were much lower than that prevailed in the organized 
industries in 1971-72. It is further noticed that the informal 
sector too has regular and casual workers and the latter is paid 
lesser than former even though the nature of the job they do is 
not dis-similar. The table below shows that about 60 per cent of 
the casual workers earn between Rs. 6 1.90 per month while only 25 
per cent of the regular workers fall in that income category. On 
the other hand more than 22 per cent of the regular workers earn ' 
above Rs, 200 per month while the casual workers in that inccane 
range are less than 9 per cent. 

Table 2 s Distribution of Workers by Earnings and Work 
Status 


Respondent's Average Earnings 
(in Rs, Per Month) 


Workers by Status 


Casual (%) 


Regular (%, 


61 - 90 
91 - 150 
151 - 200 
201 + 


59.0 

26.7 


25.1 

42.1 
10.6 

22.1 


Source s condensed from Subramanian et al (1979) , p. 161. 

A Gordon form of attachrient of casual labour the organized 
sector manufacturing business/ found in two entirely different 
industries and in two geographically distant areas / is the under- 
reporting of the size of labour force employed* Streefkerk (1981) 
states that in the light industry in Western India, it is in the 
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interest of the proprietors to keep the number of workers low on 
paper# so as to economize on labour costs. They are thus able to 
keep wages of the unreported workers low and irregular and lengthen 
their working hours beyond 8 hours a day. A large number of workers 
are also kept on a temporary status by following the practice of 
breaking the service- length of the employees after 240 days and ; 

reemploying them after a few days. In temporary workers are not 
covered by labour legislations. The Maharashtra’s engineering 
industry approximately 100,000 workers are said to be unprotected 
by labour legislation. Their wages are low, working hours are long 
and there are no paid holidays or bonuses. Similar practices are 

' ’ ’ ' I 

prevalent in the garment export industry in Madras as well (Kal- 

I 

pagam 1981). In addition, Kalpagam also finds that units split 
their processes like stitching, sewing etc, in different places 
and declare them as separate units. The size of each unit is 
thus reduced, so as to fall outside the 'factory sector' and avoid 
the labour regulations statutory in the factory sector. Each of 
these ' sub-units' employs labour on ad hoc piece-rate basis which: 
cuts down the- labour costs. . ; : 

The infoxTual sector linkago is found in the textile industry 
too where there are a number of categories of workers are employed, 
namely, permanent workers, temporary workers, 'badli' workers etc. 

The word 'badli' virtually means • inter changable ' or temporary, - 

and these workers are drawn upon when their services are needed. 

Their status is similar to casual workers, who do not belong to 
trade unions and do not avail the usual corporate sector advantages. 

Yet another form of production linkage is the employment of cheap 
manual transport facilities (human or animal pulled trolleys) for 
hauling semi-finished industrial goods or raw materials of the 
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corporate sector on a •piece-rate' basis. The whole business is 
on a contract basis and is technically outside the organized 
sector, thus avoiding most of the wage/work regulations, and the . 
earnings are at subsistence or even below it. The same operations 
conducted by the formal sector would have to be done on 'time-rate' 
payments and at much higher wage levels. 

Waste re- cycle of industrial and household waste is often 
done by casual labour engaged in scavenging operations. These 
workers, mostly women and children, separate out metal pieces, 
rags, plastic products, cork, wood, pieces etc. and re-cycle them ■ 

I 

, 

into industrial production at lower cost than those incurred when 

the same operation is conducted by the formal sector, and which | 

may involve large capital outlays and higher wages due to 

' ' 

unhealthy working conditions. This is, yet another linkage of | 

• ' ■ 

the informal sector with the formal sector, 

- Marketing Linkages 

V 

Marketing linkages of the informal sector with the formal 

. . , 

sector fall in two neat divisions. Each of these depict an 
unequal relationship between these sectors, which is evident 
from the fact that, had these operations been conducted by the 
formal sector, the cost would be higher and its incidence would 
fall upon the formal sector itself. 

A large number of commodities produced in the informal sectors 
are marketed by the formal sectors at considerable profit for the 
latter, while the wages in the former are at subsistence. This is 
typically true for those commodities which do not require sophisti- 
cated technology, are produced by individual craftsmen or by small 
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groups of traditional workers who use their own indigenous means 


of production and are in no position to reach the consumers of 


their products directly. Formal sector marketing agencies 


sometimes commission work or in other cases just buy off the 


products from the workers and sell them at many fold the price 


they pay to the workers, to the upper echelons of the society or 


in the international market. This control of the market by a few 


marketing agencies ensures backwardness and poverty among the 


traditional workers, thereby denying them the possibility of a 


technological change or innovation at the production process and 


a high marketing surplus is siphoned off. The industries where 


such practices are dominant are, foot-wear and leather work, 


textiles , garments , handloom and handicraft, metal- ware , carpets , 


wood-work, etc. Recently, the Planning Commission of India 


commissioned a series of studies on such practices, and they pro- 


vide a data base for studying the process of production, marketing 


and surplus accumulation. To quote, the project director, Singh, 


in one of the studies on 'Chikan' garments in Lucknow "... . the 


working of the market is such that the producer-organisers ' surplus 
has grown while the workers' earnings and share in the produce hay e 


dwindled.,,, the concentration of riches in the hand of a few and- 


deprivation of the mass of workers both result from the growth of 
craft taking place in the framework of the market processes." 


(Singh et al, 1975a, p.4-5i 


In all the six studies conducted by Singh and his team more 


than 60 per cent of the workers earn less than Rs.40 per month. 


which is below the poverty line at 1975 prices. Based on a sample 


of 10 29 workers for the Chikan study, Singh says that "The picture 


I 


“ 


is one of trader- contractors and other middlemen dominating the 





production and trade in the Chikan Embroidery Craft. Our field 
observations of this survey reveal that the former moneylender, 
now turned into a producer-trader, dominates the craft and market 


Other middlemen in between the producer-trader and the craftsmen. 
(Singh et al , 1975a, p. 19) The following table provides the 
price paid for selected items when the product passes on from the 
contractor to the consumer (The margin between the worker and the 


contractor are not provided in the study from which this data is 


drawn) 


j Rates of Payment per 100 Units of Different 
Products by Agencies Commissioning the Work 


Source : Singh et al, 1975a 


Most workers are not paid in advance and even deductions are 


rna.d 0 on slight pir©t©nsiGn. In cGnto-in cdsos m tho Mirzapur 
carpet industry (Singh et al , 1975b) the contractor- traders pretend 
to be producers since they place the orders and even engage wage 
PTirnl nvcr-ci.c; on riiecG-rate wages, but in effect their role is no 



Agency 

and Its 

Respective 

Margin 

jriroauc'cs 

Consumer 

Purchasers 

Whole- 

salers 

Coopera- 

tive 

Contract- 

ors 

1. Big Kurta 

Rough 

141.18 

72.90 


54.25 

Fine 

285.38 

263.08 


135.47 : 

2. Small Kurta 

Rough 

158.75 

53.46 


,42.42 

Fine 

262.50 

135.00 



3. Saree ' 

Rough 

1290.91 

651.88 

800.00 

649.51 

Fine 

3925.00 

2501. 16 


1590.29 
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In a detailed analysis of the coir matting industry in 
Kerala/ Isaac (1982) finds that industrialists have turned to 
pure marketing operations over the last 20-30 years as there 
has been a gradual shift from factory production to handicraft 
production. The erstwhile industrialists maintain a stronghold 
over the market and prices. The technology is traditional and 
the surplus is sustained (or increased) only by lengthening the 
working hours. The wages in the organized sector increased by 
about 50 per cent in the between 1960-70/ the same in the unorga- 
.nised sector stagnated at about half the absolute value over this 
period. Similar processes can be identified in the shoe industry 
of Agra and Kanpur or the garment export business in Bombay and 
Delhi, . 

Informal sector is also used for marketing commodities • 
produced in the formal sector at costs much lower than the market- 
ing costs of the formal sector. This process saves the cost of 
marketing for the large producers or wholesale dealers/ since the 
cost of labour is cheap. It is a common sight to observe very 
small retail outlets/ pavement retailers or travelling salesmen 
selling bottled drinkS/ cheap quality mill produced textiles/ 
cheap garmets and wool-ware/ eatables packed by large industries/ 
plastio-ware/ old stocks of consumer manufacture etc. The case 
of newspapers/magazines delivered at homes or sold on streets by 
small boys /too. is a case of availance of cheap marketing facility 
by the publishers/dls tribute rs. There are no direct surplus 
calculations for such operations available/ bijt the fact that the 
commodity/ whether sold by the vendor or departmental store/ is 
priced the same/ and that the wage of the workers in the latter 



implies that the amount the producer pays to the depart' 
tore as commission is lessened by employing informal 


From these typologies it is evident that the informal sector 
is an indefinite source of cheap labour which is used for capital 
accumulation by the formal sectors through established linkages. 
The typologies developed are by no means exhaustive, and they also 
indicate a wide heterogenity in the informal sector, but they do 
help establish one of the means of surplus accumulation in the 
developing economies, i.e. by exploitation of cheap labour. Lewis 
had framed a theory of growth based on availability of cheap 
labour in his celebrated thesis of unlimited labour supply in the- 
fifties but he had also implicitly envisaged a continuous techno- 
logical change which would push the productivity curve upwards, 
and explicitly stated that the surplus would be increasingly 
invested back for production. However/ the present reality states 
none of these premises to hold. This is further discussed in the 
next section. 


The classical theories of development look at the informal 


sector as essentially being transitory, and over time with techno- 
logical and market imperatives this sector would merge into the 
large scale modern sector (Sjuberg 1965, Emmerij 1974) . Many 
empirical studies have been conducted to compare the European or 
American levels of development of several decades back with that 
in the present day developing countries to adjudge the labour 
market and economic activity but none of them have proved to be 
conclusive (Morley and Williamson 1977) . On the contrary, present 




16 

data shows a considerable rise in this sector both in its size 
of production and the number of persons engaged. There is further 
evidence to show that there is no transition in the informal 
sector workers (and units) and their growth curve is horizontal 
with respect to the size, real earnings or the system of activity 
(Mazumdar 1976, Papola 1981). 

The other explanation is one which considers dualism in the 
economy to be a given phenomenon. It is stated that there is the 
modern sector with high technology, rational organisation, regu- 
lated wage/work and a highly restricted entry into the labour 

market, and there is the informal sector where there is easy | 

■ 

labour entry, indigenous family owned resources, small scale I 

unregulated competitive product markets, primitive technology etc. 

(ILO 1972, Santos 1979). The process of formation of the latter 
is explained by a rapid population growth, rural-urban migration 
and universalization of education (making rural youth misfit for 
agriculture). This upsets the equal ibrium between the demand and 
the supply of labour, and due to the restricted entry into the 
organised labour market, it gives birth to a 7 residual' , called 
the informal sector. A solution to the growing "overurbanisation'’ 
is suggested through halting the migration, improving the condition 
of the working poor by suitable loans and marketing facilities, 
technical training and a vigorous population control (Bairoch 1973). 
An important omission in this approach is a neglect of the histo- 
rical formation of dualism in the urban centres of the erstwhile 
colonies even in the periods when the population growth and 
migration were not significant. .Further, such informal sectors 
are prevalent in both, the heavily populated countries of south 
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Asia and the sparsely populated countries of Latin America alike 
questioning the population based explanations of the informal 
sector. 


v-in extension of . the dualistic theories of development suggest 
yet another approach, it says that modern industries in the third 
world have grown as subsidiaries of multinational corporations of 
America and Europe/ and part of the economy enveloping these 
industries is integrated into the global market. The rest is the 
left out sector which has not had an opportunity to grow out of 
its low level equilibrium, is discriminated, and is poor. The 
modem sectors grow faster due to a plough back of the profits, 
and the income differentials increase. The discrimination is 


strengthened further by a monopolistic control of the markets by 
the former (Souza and Tokman 1976). This 'left-cut' sector 


which is left out of the mainstream of development , is still 


persisting and further expanding over four or five decades now? 


a left out sector should have been vanciui shed 


owes its 


existence to a number of historical processes and practice of 


policies in the contemporary period, which ensure its existence 
and perpetuation. It is well known that there had been a second- 
ary sector even in the 18th and the 19th centu3:y, engaged in 
providing commodities to the village community and cities. But 
those activities were localized, with no linkages with tne higher 


forms of economic activity. It xs only by the turn or me cenmr/ 
that the local commodity production was ruined by imports of manu- 
factures from Europe, and the manufacturers were forced to become 
agricultural labourers/peasants and/or forced to mLgrate to cities 
The excessive transfer of labour to agriculture stemmed the modern. 
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isation of agriculture due to a large man-land ratio and a 
consequent negligible surplus. On the other hand the low skilled 
idle labour was a convenient source of cheap work. The migrant 
labour took up occupations comparable to their earlier occupation 
in technology and social formation, but of a different market 
orientation. This has been described in the previous section. 

Since these workers carried with them their cultural heritage, 
the sex biases etc, and were engaged in occupations of a similar 
nature as before (even if their deprivation and poverty was 
greater), a working class consciousness did not emerge, and the 
labour force remained segmented. This is evident from the 
different studies on the socio-economic profiles of the workers 
in the informal sector (TISS 1982, Santos 1979, Kovaric 1976). 

Due to the extremely low earnings there was/is limited possibility 
of an independent growth through indigenous technological progress 
or investment in these segments . 

10 

In the post- independence period the development paths 
pursued in these countries, whether they pursued an import sub- 
stitution policy or an open economy policy, heavily relied upon 
foreign capital and technology and the entrepreneural capacity 
of the local elite. This entrepreneural class was (and is) 
essentially a mixture of money-lenders and feudal elements and 
the establishment of a central capitalistic order was beyond their 
capacity, The State policies towards the informal sector have 
been a combination of, halting migration, promoting intermediate 
technology providing marketing facilities, fixing minimum wage 
laws and several other reformist policies within tae existing 
structure of the society and economy. These were m no way helpf il 
as the overall economic structure was unchanged and was even 
strengthened. 



The informal sector has become an integral part of these 

economies and with their sudden withdrawal (a supposition) the 

whole system is likely to collapse. An immediate conclusion 

therefore is, that both wealth and poverty are created out of 

the same dynamics. Surplus generated by the informal sector is 

12 

siphoned by the formal sector, which in turn drains it abroad 
or spends it on conspicuous consumption, affecting the demand 
and commodity production structure and further distorting the 
income distribution. The necessary condition for the informal 
sector existence is the continued relative advantage the formal 
sector obtains by linking with the informal sector for any acti- 
vity, If P. and P_ are the productivities of the same operation 
when alternatively performed by the formal and the informal sector, 
and and "the wages to be paid accordingly, then the follow- 

ing inequality should hold ; 



The two circuits of an urban economy principally reflect 
upon the source of the growth in a developing country , as being 
based upon the ‘ absolute surplus extraction' , i.e, by getting 
larger volume of work done for same or lesser wages. This is 
different from the contemporary experience in the developed 
western countries where the principal' source of growth has been 
the technological progress. These statements are completely 
verifiable by a study of the industrial structures of the develop- 
ing countries, say, India where there is a pathological dependence 
on foreign technology with such complete lack of innovation that 
even after a design is imported, the design for the same product 
has to be reimported after the present design is obsolete. Since 
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most of the technology is out-dated/ informal sector linkages 
provide easy profit mechanisms (Chisti 1975/ Patnaik 1978, Isaac 1982) 

It follows therefore, that the informal sector has come to 
stay at its low level equilibriim with little prospect of its own 
development due to the absence of reinvestible surplus. The 
existence of the formal sector in its present shape, rests much 
upon the dependence on the informal sector and the vice-versa, and 
in this regard, they can be termed as a continuum of each other. 
However, there is an unequal relationship perpetuated, which is 
typically what we term as the distorted structure of the economy. 

Conclusion 

In this paper an attempt has been made to gather some field 
studies on the informal sector and to try to study them in the 
context Of a macro framework. Urban poverty and underemployment 
reflected in the shape of the informal sector are intrinsically 
related to the overall economic structure of the developing count- 
ries today. A withdrawal or altered position of the poverty-ridden 
sectors of these economies ' are likely to jeopardize the existing 
economic mechanisms. The perpetuation of the urban poor is related 
on the exploitation of cheap labour in a fashion that this method 
assumes the most efficient process in surplus generation in the 
absence of a continued technological process and expanded investment 
in the industrial sectors. Reformist policies formulated for pgvor-y 
reduction and unemployment like promotion of intermediate technoloc / 
etc. often strengthen the already existing linJcages that bridge the 


1: 
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working poor with global accumulation. In this regard it is felt 
that the developing countries do not face the problem of unemploy- 


ment so much 


which leads to this skewed income generation 
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Footnotes 


1. See for instance, World Bank (1981). The ILO had commissioned 
a number of city studies through the seventies which provide 
ample statistics. 

2. There are three major contentions here. The benign relation- 
ship is interpreted as an advantageous one, or even as one 
where there is no relationship and the informal sector is an 
autonomous sector. The third contention is about an exploit- 
ative relationship. See Beinfeld (1975) , Middleton (1981) , 

3. The literature on this subject has provided several character- 
istics. Only selected main ones are given here. 

4. Sometimes when licenses are not provided to expand activities 
beyond a certain capacity, producers resort to such measures. 

5. Rodgers ( 1981 ) provides an analytical survey of the literature. 


6 . See for instance, Frakash ( 1981) . 

7. Bremen (1976) has also used these two categories interchangabl3^ 
He has, however, criticised this broad based definition for 
j^ging too * loose* . But his purpose was to construct profiles 
of migrant labour in different professions which required a 
finer classification of micro situations. 

8. Even among the unorganised sector, Singh has recorded that 

there are different modes of work organisation which provide 

wages which range between Rs. 0.24 paise per hour to Rs.2.50 
paise per hour. This reflects upon the heterogenity of the 
informal sector, and the lack of a link between wage and 
productivity. 

9. An example of the use of child labour for such purposes is 
illustrated in ICCW (1977). 

10. The reference is towards countries _ which achieved independence 
in mid- twentieth century, like India. 

11 No details on this aspect are developed here, nor is a reading 
list provided, as thii is a well debated and accepted stand. 

Detailed history of the gro^h of cities in 

documented in Roberts _( 1978) . Such analytical studies are not 
available for Asian cities. 


12 . 
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FEMALE PARTICIPATION IN WORK — DEMOGRAPHIC 
developmental and SOCIAL DIMENSIONS 

Deepak Grover and Krishnappa 


1.0. Introduction 

Participation in work or non-participation in work of a 
population is influenced by several factors. Notable among them 
are demographic/ developmental and social ones. In almost all 
societies neither the very young nor the elderly are expected to 
make an economically significant work contribution. While in 
the case of males demographic and economic factors are important 
in the case of females social factors also appear to play no 
less a role. Also there is the element of choice. An individual 
may or may not volunteer for work. The present paper focuses on 
female participation in work vis-a-vis males and how this parti- 
cipation is influenced by demographic, developmental and social 
dimensions. 


A brief demographic profils of female population follows 
touching 1:5500 aspects that have a bearing upon work participation, 
In 1981, females constitute 48.3 per cent of India's population. 
For every thousand males there are 935 females. Only one— fourth 
of the female population is literate. For every 100 literate 
females there are 201 literate males. Marriage for females 
in India is almost universal. The average age at marriage for 
females in rural areas is 16.7 years and in urban areas 19.2 
years (1971). On an average a woman bears 5,8 children in 


The authors are grateful to Dr. P.M. Kulkami for his comments 
and suggestions on the First draft of this paper. 






• J ctiiiciren in urban areas during her reprodu- 
The expectation of life at birth for females 
compared to 52.6 years for males (1981) 


or census data, over time, with respect to 
participation in work is a problem. This is because of changes 
in concepts and definitions, reference periods, structuring and 
and ordering of questions etc. These changes render not only 
overtime comparability difficult but also influence different 
groups - rural/urban, male- female, organised/unorganised sectors, 
industrial/occupational categories, marginal/main workers etc. — 
differentially. Whether adjustments to render the data more com- 
parable really result in better comparability is difficult to say 
Similarly census population undercounts vary over states, age 
groijps, by sex, by rural -urban residence etc. National Saiiple 
Survey (NSS) data is also not free from similar problems. ^ 


To overcome these problems, at least partly, rather than 


on them, these limitations need to be kept in view 



This 


section is followed by section 'Two' where 
s in work participation for the period 
This has been done separately for rural 


oome cm es to the determinants of female 
participation in work have been provided, a brief discussion on 
unenployment is also there. Section 'Three' discusses female 
participation in work in relation to demographic developmental 
and social variables. Finally while summing up and concluding/ 
policy implications are set forth. 


2.0. Female Participation in Work 


NSS data (27th and 32nd rounds, 1972-73 and 1977-78 respectively) 


declined by 15 per cent. This is against the expected 12-13 per 

3 

cent Increases in population during the five year period. 


Tables 2A and 2B present work participation rates for males 
and females (for India and States) and the relative female-male 
position for rural and urban areas respectively for the period 
1961-81. Broad points emerging from these tables are as follows; 

1. Rural Work Participation rates are higher than 
urban, for India and States, for males as well 

^ ' as females, 

2. Female position relative to males is better in 
rural areas than in urban areas as far as parti- 
cipation in work is concerned. Though in both 
rural and urban areas the female position is 
inferior to that of males. 

3. There are unmistakable signs that overtime the 
female position has deteriorated more in rural 
than in urban areas. 

Individual states may be exceptions to these broad conclu- 
sions. However, by and large the above stated conslusions are 
valid. 

Tables 3 A and 3B, provide information for India on the 
trends during 1961 - 81 , in the industrial categories - cultivators, 
agricultural labourers, other workers and non-workers - by sex and 
rural/urban residence. Women are concentrated in the non-worker 
categories. In urban areas this concentration is more marked 
than in the rural areas. They appear to specialise in ’non-work'. 
In the remaining three categories (in rural as well as in urban 
areas) - cultivators, agricultural labourers and other workers - 
their concentration is far less than males and overtime there is 
is a definite decline in this concentration. 

■ ■ 
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In Table 4, percentage change over time (1961-81) is provided 
for population, workers, cultivators, agricultural labourers, 
o ther“WOrkers and non— workers; by sex and rural— urban residence. 
Population growth rates for males and females in rural or urban 
areas are not very different. In rural areas while male workers 
increased by 30.5 per cent, the female workers declined by 24.3 
per cent. In urban areas both male and female workers increased 
by 93.8 per cent and 49.7 per cent respectively. While male 
cultivators increased both in rural and urban areas, female culti- 
vators declined. In the category 'other workers' whereas males 
increased both in rural and urban areas, females Increased in 
urban areas but declined in rural areas. All 'non-worker' groups 
(rural males/urban males/rural females/urban females) grew in j 

this period. However, while urban increases for males and females 
are more or less at par, in the rural areas female increase is 
considerably more than that for males. 

Finally, with the help of Table 5, an attempt is made to 
arrive at certain clues towards the determinants of female parti- 
cipation in work. The conclusions arrived at are not very firm. 
Preferrably, such an analysis should be done at the district level 
and also in greater detail and in depth. 

There are six states with female work participation rates 
above 25. Namely - Andhra Pradesh, Maharashtra, Madhya Pradesh, 

Tamil Nadu, Karnataka and Gujarat. Except Tamil Nadu neither ranks 
hagh in rural (agricultural) development.. Except Madhya Pradesh 
no state has a very high percentage of scheduled population (SC 
and ST). All have extensive millet (Jowar, Bajra) growing regions 
pointing to the existence of considerable agriculturally backward 
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areas within the states. Also they have rice growing agricultu- 
rally developed regions. In Maharashtra cotton is a major crop* 
Rice and cotton are labour intensive crops. While in the backward 
these states survival being the problem — every one has 
to work. In the developed regions labour intensive crops are 
grown and in rice and cottom cultivation female labour is important. 
Additionally sex— ratio is relatively high indicating higher female 
social status and population density comparatively low indicating 
lower population pressure, A lower population pressure checks the 
tendency of male workers replacing female workers. The result is 
higher female participation in work. 

Four States - Rajasthan, Orissa, Kerala and Bihar are in the 
intermediate female work participation range (14-20) . These 
states are intermediate ranking ones in agricultural development. 
Rajasthan, Orissa and Bihar have considerable scheduled population. 
Sex- ratios are high as such female status is high. Bihar and 
Kerala have high population densities. Three states have rice as 
predominant crop. While rice cultivation, high scheduled popula- 
tion and relatively high sex- ratios tend to raise female partici- 
pation in work higher densities tend to lower work participation. 

Four States - Haryana, Uttar Pradesh, Punjab and West Bengal - 
have low female work participation rates. Agriculturally these 
are the developed states. Female status is low (low sex— ratios) , 
population densities are high and three of them are wheat growing 
states. Wheat crop is less labour intensive and more amenable to 
mechanisation. Additionally three states constitute the 
cultural belt. Female participation in work is low. 


jat' 
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AS statea earlier Table 5 is intended to provide clues to 
determinants of female participation in work. Some tentative 
ideas emerge. Development, low female social status, population 
pressure etc., tend to lower female participation in work. Back- 
wardness (agricultural, higher scheduled population, millet 
regions etc.), lower population pressure and higher female social 
status lead to higher work rates for women. Further evidence on 


Census data on unerrployment provide an unrealistic picture of 


the unemployed in the country. This is due to the restrictive 


on unenployment was better - though it also supplies very low 


rates of unemployment. The broad picture emerging is as follows. 
Both in rural and urban areas female unemployment rates are lower 


than males (one third or even still less) , Urban rates are higher 
than rural. For scheduled populations (SC and ST) while rural 
rates are lower than that for general population, urban rates are 


NSS 27th (1972-73) and 32nd (1977 -7 b; rounas proviae more 
realistic unemployment figures. Chronic unemployment among females 
is one— fifth of males in rural areas and one— third in urban areas 
(NSS 27th round) . Urban rates are higher than rural. Female 
chronic unemployment increases sharply with level of education 
both in rural as well as in urban areas, more sharply in rural 
than in urban areas. Except for the educational category illite- 
rate, both in rural and urban areas, in all other educational 
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ca-cegories female unenployment rates are substantially higher 

than males. While chronic unemployment is lower for females 

than males, current unerrployment (Weekly status) and Person— days 

of uneiiployment per day rates among women are double of those for 
■5 

men . 


Comparing over time (NSS 27th and 32nd rounds) current un- 
employment (Weekly status) has slightly declined for females in 
rural areas. This is attributed to classificational changes over 
time. In urban areas the female position has worsened. General 
conclusion is that female unemployment has increased over the 
two NSS rounds and the position of women has substantially wor- 
sened in urban areas. ^ 


2.2, Nature of Work Activity 


cultivation, horticulture, animal husbandry. They are mainly 


Only one out of six female workers engages in non-agricultural 

Of those engaged in non-agricultural activities 
activities./6nly one in four works on a regular salary or is a 

regular wage earner. Most of them work in small scale industries 
and establishments in the unorganised sector. Their number in 
each industry/establishment is rather small compared to the total 
workers in each industry/establishment. Their nature of work 
is such that there is neither continuity of work or remuneration. 
They enter or leave the work force more frequently than men, a 
process which is accentueted by their family and household res- 
ponsibilities. This is an aspect which is likely to vitiate data 


in work 
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Women work mainly in the agricultural sector either as casual 
wage labour or as helpers (as family workers) . Real wages in this 
sector have not improved much over time. While money wages have 
increased real wages have increased only slightly and even 
declined in several states. This being the overall situation. It 
is also well established that female wages are considerably below 
male wages (two-fifth to two-third of male wage).^ Similar 
evidence exists for other sectors of economy — women wages or 
salaries are less than male. 


To restate the obvious female social status in our society is 


low social status stems from their low economic status 


discussed in the previous pages of this section. There are several 
other indicators of this - their lower literacy and educational 
levels, their higher mortality levels (in particular infant and 
child mortality), and social elements like dowry. Their main 
vocations are household and family responsibilities - domestic 
chores, child bearing and rearing. Marriage is universal and many 
a women has discarded a working role to play the wife and mother 


3.0, Female Participation in Work ; The Determinants 


At the outset it would be bettor to set aside the biological 
determinant. There is sufficient evidence on the score that 
female work participation, productivity, perfomance etc,, are not 
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detGrmined by the biological factor". If there are occupations 

that are influenced by the biological factor they are numerically 

small in number and inconsequential when it comes to influencing 

the course of economic participation in work of women in the 
■ 10 

society. Some of the remaining determinants are discussed under 
three broad rubrics - demographic# developmental and socio— cultural- 
educational. 


3.1. 


The single important determinant of labour force supply is 
growth of population. Population is a dynamic entity. It is con- 
tinuously growing. Consequently labour force is also continuously 
growing. Even when population growth rate starts declining the 
labour force growth rate remains high for a period of twenty- five/ 
thirty years. This is because of what in demographic terminology 
is referred to as 'Population Momentum'. Also those who are to 
enter the labour force in the coming 15-20 years are already borne. 
Other irrportant demographic variables influencing work participation 
are age structure and urbanisation - equally important for both 

males and females. Additionally marriage is important in the case 
11 

of females. 

Given the labour supply/ participation in work is subject 
to employment creation - the growth of latter has remained far 
behind the growth of population- This is reflected in the 
growing unemployment rates and increasing number of persons regis- 
tered in employment exchange registers. In such a situation it 
is more likely that an available job would go to a male rather than 
to a female. In a social set-up like India's where males are the 



favoured species, the processes of social discrimination, social 
selection etc.> are likely to create a market errployment situation 
unfavourable V-o females - consciously or sub-conscious ly. Already 
in section-I,i. evidence has been presented of the deteriorating fema 3 e 
work situation relative to males. Keeping in view that labour ' 
force growth rates will continue to remain high in the coming couple 
of decades and assuming that employment creation is unlikely to 
improve substantially and also taking into account the backlog in 
employment generation there is a fair chance that female work 
situation relative to males would deteriorate further. 


3.2. Developmen t 


Economists and demographers have researched the relationship 
between female work participation (as also total work participa- 
tion) and different developmental . variables. When developmental 
progress is measured in terms of sectoral shifts (from primary to 
secondary and tertiary; from predominantly rural to predominantly 
urban, from overwhelmingly agricultural economy to non -agricultu- 
ral economy, etc.) it has been observed that work participation 

rates which to begin with are high, first decline and then rise 

12 

but do not attain the high levels which existed earlier. 


J.N. Sinha examined female participation in work for countries 


in work first decreased 


in work and development has a U— shaped relationship, 
also came to similar conclusions. However these cross 
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For the rural areas of India/ Sinha found a negative associa- 

i R ' 

tion between female activity rates and male average income. Thus 
there is considerable evidence that development has at first a 
darrpening effect on female work participation and then there is an 
upswing, 

India is slowly becoming more and more urban. The secondary 
and tertiary sectors are expanding/ agricultural sector is declining. 
Household industry is declining and agriculture is slowly being 
mechanised. In the rural areas in agriculture and household 
industry there are no rigid time norms of work. There exists a 
high level of compatability amongst economic work/ domestic chores 
and responsibilities of child bearing and rearing. However/ if a 
woman is to shift from agriculture and household industry to urban 
work/ industrial work/ work in the organised sectors etc./ than an 
element of incompatability is introduced and the women has many 
times to make a choice between domesticity and work outside home 
and often opt for the former. \ ^ ^ ^ 


Agriculture is still the largest sector of Indian economy. It 
is developing and one element of development is mechanisation* 
Mechanisation appears to adversely influence activities traditionally, 
performed by females. ■ 


The process of development danpens work participation rates 
for both males and females. However/ while males are not affected 
so much/ females are more adversely affected. It also seems that 
males being economically and educationally the entrenched group 
are better able to defend and hedge their positions compared to 



the females 
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Social/ Cultural and Educational 


There is evidence that religion influences participation in 
work. Women in Muslim countries have very low work participation 
rates. This is due to the processes of 'seclusion' and 'exclusion' 


that are prevalent. Women are confined to the four walls of the 


house or move outside in 'Purdah'. Their participation in work 


lowers the family status. As such their participation in work 


and particularly work outside home is not encouraged. Recent 
trends in these countries (the more vigorous following of Islamic 


tenets) could further lower economic activity rates. In India this 


In Bombay/ Par see women (an economically advanced/ highly 
educated group) had higher work participation rates than the gene 
ral population. However their rates were lower than those for SC 


and ST women 





Coming to education two aspects are discussed. Firsts as 
more and more female children enrol for scholllng the female child 
activity rates are going to decline. This would lower female 
economic participation. Secondly, what is the relation between 
labour force participation and educational attainment. In urban 
India literate women had lower participation rates than illiterate 

women. At the same time wi than the literate group higher educa- 

. 20 
tional attainment favoured increased labour force participation. 


also be commensurate with family status, caste-class status 


educational attainment and also the remuneration should be adequate 


Unemployment rates are seen to increase with educational attainment 
People look for an appropriate job and have the means to wait 
for it at least for sometime. For higher caste groups low status 
occupations such as scavenging, currying of hides etc., would be 
taboo. The same would apply to class groups though perhaps not 

on' ■ ■ 

so rigidly. M.N. Srinivas points to the fact that high status 
rural women stay out of work. Emulating them when the low status 
woman climbs up the ladder she also abstains from work. Perhaps 
work commensurate in status is not available in rural areas. It 
is a matter of family pride that women of the family do not have 
to go out for work. Also it is a matter of male pride and suits 
the male ego that his wife need not work. 


Finally/ in every society processes of social seiecnon, 
social recruitment and social occupational rationing are in ope- 
ration. The society regards a specific sex as more suitable for 
doing certain occupations (social occupational rationing). The 
systems of recruiti-nent (eirployment exchanges etc.) have their own 
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biases in this context. The selection panels (interview boards 

etc.) have their own preferences. These processes usually operate 

against women. Often womanhood itself is held against women to 

23 ■ 

deny them their legitimate due. 


4.0 S 
4.0. £ 


Overtime the enployment and unemployment situation for women 
has worsened. The nature of female activities is such that there 
is no continuity of employment. They work mainly in agriculture 
or in the unorganised sectors of the economy. Their family^ ^ 
raising responsibilities force them quite frequently to quit and 
reenter the labour force. Their economic, educational and social 
status is low. 

Developmental and social determinants of participation in 
work tend to keep their work participation rates low. Only in the 
case of special groups like SC and ST their participa.tion in work 
is high. This is necessitated more for reasons of survival. In 
the face of rising unenployment, increasing numbers on en^loyment 
exchange registers, increasing population and labour force size 
competing for created employment opportunities which are not 
rising in any spectacular manner the position of women is becoming 
more and more precarious. Vis-a-vis males the position of females 
has overtiine definitely deteriorated. 

Further future prospects are also bleak. Labour force growth 
rates for the coming two-three decades are going to remain high 
providing no relief from the supply side. On the demand side in 
the competition for scarce jobs the. females are going to lose out 
to the males. Their educational attainments are going to improve - 
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are more likely to remain unutilised 


are prospects of continuing low or even dec li 


ning economic and social status 


Keeping in view this assessment, could the develcpmental plans 
be reshaped to promote those sub-sectors of the economy which 
employ female labour predominantly. Also could efforts be made 
to prevent further decline of those sub-sectors (traditional or 
otherwise) wherein there is scope for female employment and could 
these be reorganised, modernised, and ejgjanded without a delete- 


rious impact on female employment. Finally, a policy on female 
errployment which ensures work availability, work continuity and 
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Table 1 ; Census Work Part.lcipat.ion Rate Trends ^ 
India : 1901-1981 


Work Participation Rates 



Male 

Female 

Female/Mal' 

1901 

61.11 

31.70 

0.52 

1911 

61.90 

33.73 

0.54 

1921 

60.52 

32.67 

0.54 

1931 

58.27 

27.63 

0.47 

1941* 

- 

- 

- 

1951 

54.05 

23.30 

0.43 

1961 

57.10 

27.96 

0.49 

1971 

52.55 

12.73 

0.24 

1981 

53.20 

20.80 

0,39 

Maximum 

Percentage 

Decline 

(1911-71) 

15.11 

62.26 

55.60 


Sources ; (l) J.N. Sinha, 1982, '1981 Census Economic 

Data : A Note ' , Economic and Political 
Weekly , XVII ^ 6, p.l97f 

(2) K.Ci Seal, 'Review of Current Statistics 
on Efnployment and Unemployment in India', 
in National / C.olioauit’^ Employment 

Stratedv and investment Pattern Under 
Sixth Five Year Plan , March 1981, 
sponsored by Shri Ram College of 
Commerce, University of Delhi, New 
Delhi, pi 2* 


* Data not corrpiled because of World 
War Hi 



% 



Participation in Work by Sex and Rural 
Residence/ India and States ; 1961-81 


Work Participation Rates ; RURAL 
Male 


Femml e/Male 


INDIA 58.2 53.5 54.3 31.4 15.8 23.9 0.54 0.29 0.44 

Andhra Pradesh 64.3 60.2 63.2 46.0 31.9 44.9 0.72 0.53 0.71 

Assam 54.0 48.7 - 32.4 5.6 - 0.60 0.11 

Bihar 56.0 52.7 51.0 28.5 10.3 14.5 0.51 0.19 0.28 

Gujarat 53.3 52.8 54.7 34.1 15.1 26.2 0.62 0.29 0.48 

Haryana 53.0 47.5 50.3 24.7 2.3 14.5 0.47 0.05 0.29 

Himachal 

Pradesh - 52.3 51.6 - 21.7 32.3 - 0.41 0.63 

Jammu & Kashmir 59.3 53.7 - 29.5 4.2 - 0.50 0.08 - 

Karnataka 60.4 56.4 57.1 36.8 19.0 30.8 0.61 0.34 0.54 

Kerala 47.4 45.345.7 20.9 15.3 18.2 0.44 0.34 0.40 

Madhya Pradesh 61.6 55.3 56.3 48.6 25.8 35.5 0.79 0.47 0.64 

Maharashtra 58.1 52.6 55.6 46.7 28.9 40.8 0.80 0.55 0.73 

Manipur — 46.4 51.8 — 24.9 46.0 — 0.54 0.89 

Meghalaya - 54.0 55.4 - 38.0 41.4 — 0.70 0.75 

Nagaland - 53.5 58.1 - 47.9 52.8 - 0.90 0.91 

Orissa 61.055.857.0 27.4 10.8 20.9 0.45 0.19 0,37 

Punjab 53.4 53.7 52.5 5.9 0.7 9.7 0,11 0.01 0.18 

Rajasthan 60.1 53.6 52,1 40.8 36.0 25.0 0.68 0.67 0,48 

Tamil Nadu 62.2 58.6 59.8 37.1 20.4 34.5 0.60 0.35 0.58 

Tripura - 50.3 51.3 — 4.8 13.3 - 0,10 0,26 

Uttar Pradesh 59.2 53.0 52.2 19,9 7.3 10.6 0.34 0.14 0.20 

West Bengal 53.5 48.5 51,4 10.6 4,6 9.4 0.20 0,09 0.18 







Residence, India and States 


India./ 


Work Participation Rates ; 

URBAN 



States 


Male 


Female 

Female/Male 


1961 

1971 

1981 

1961 

1971 

1981 

1961 

1971 

1981 

INDIA 

52,4 

48.8 

49.7 

11,2 

7.2 

10.6 

0.21 

0.51 

0.21 

Andhra Pradesh 

52.4 

49.9 

52.8 

18.7 

11.7 

18. 1 

0.36 

0.23 

0.34 

Assam 

55,4 

50.2 

- 

9.9 

4.4 

- 

0.18 

0.08 


Bihar 

51.7 

47.5 

44.1 

10.4 

4.5 

4.9 

0.20 

0.09 

0.11 

Gujarat 

49.4 

47.3 

50.4 

9.2 

6.1 

23.2 

0.19 

0.13 

0.46 

Haryana 

48.5 

46.2 

53.8 

5.7 

3.2 

10.3 

0.12 

0.06 

0.19 

Himachal 

Prades h 

— 

54.5 

54.0 


7.1 

11 . 1 


0.13 

0.21 

Jammu & Kashmir 

50.8 

47.1 

- 

5.8 

2.5 

- 

0.11 

0.05 


Karnataka 

51.6 

48.3' 

48.3 

14.9 

9.8 

11.8 

0.29 

0. 20 

0.24 

Kerala 

46.0 

43.5 

43.4 

13.0 

11.2 

11.8 

0.28 

0.26 

0.27 

Madhya Pradesh 

52.4 

46 .2 

47 . 2 

14.5 

8,0 

9.6 

0.28 

0.17 

0.20 

■ 

Maharashtra 

54.8 

51.1 

51.0 

13.4 

8.9 

10.4 

0.24 

0.17 

0.20 

: I 

Manipur 

- 

38.0 

45,3 

- 

14.9 

30.3 

- 

0.39 

0.67 

. 

Meghalaya 

- 

48.5 

47.7 

- 

13.4 

16.2 

- 

0.28 

0.34 

Nagaland 

- 

69.9 

57.6 

- 

9.1 

29.4 

- 

0.13 

0.51 

Orissa 

57.2 

50.6 

50. i 

13.1 

7.6 

9.5 

0.23 

■0.15 

0.19 

Punjab 

50.9 

49.9 

52.9 

4.7 

2.7 

7.6 

0.09 

0.05 

0.14 

Raj asthan 

49.0 

45.1 

45.9 

10.1 

4.9 

6. 1 

0,21 

0.11 

0.13 

Tamil Nadu 

55.2 

50.3 

52.8 

14.9 

9.7 

12.8 

0.27 

0.19 

0.24 

Tripura 


41.8 

45,4 


5.4 

8.7 


0.13 

0.19 ' 

Uttar Pradesh 

51.7 

47.9 

48.3 

5.3 

3.1 

4.7 

0.10 

0.06 

0.10 

West Bengal 

55.4 

49,8 

50.4 

5.1 

3.9 

7.3 

0.09 

0.08 

0.14 !; 




1961 1971 1981 1961 1971 1981 1961 1971 1981 


Table 3B : Urban Workers Industrial Classification 
Trends# India ; 1961-1981 


1961 1971 1981 1961 1971 1981 1961 1971 1981 
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Table 4 : Percentaae Chanae in Total Population and 


Population in Selected Work Categories by 
Sex and Residence : 1961-1981 



Percentage Change ; 1961-81 


Population/ 

Industrial 

Rural 



Urban 

Category 

Male 

Female 

Male 

Female 

Population 

45.5 

44.2 

106.3 

111.2 

Workers 

30.5 

-24.3 

93.8 

49.7 

Cultivators 

18.1 

-52.6 

75.4 

-39.3 

Agricultural 

labourers 

100.8 

51.2 

298.1 

121.5 

other Workers 

15.5 

-37.0 

89.8 

54.0 

Non-Workers 

66,5 

75.5 

119.5 

118.5 


Note : For 1981, marginal workers have been added to the non- 
worker categories* (Three workers constitute 2*1 per 
cent of the male workers and 7.4 per cent of female 
workers). This lowers the total number of workers and 
also workers in industrial categories more in the case 
of females than for males. This would alter the per- 
centage change over 1961-81 slightly. However, it 
would not weaken the main theme of the paper. 
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Andhra 

Pradesh 

Maharashtra 

Madhya 

Pradesh 

^amil Nadu 

Karnataka 

Gujarat 


Rice/Millets 

Rice/Millets 

Rice/Millets 

Millets/ 

Groundnut 

Millets/Wheat 

Rice/Pulses 

Rice/ 

Plantation 

Rice/Wheat 

Wheat/ 

Bengal Gram 

Wheat/Rice 


27.9 921 

38.2 982 

9.6 1034 


■^Arranged in declining order 

^Rural (Agricultural) development ranking takes into 
account the following: 

a. Percent Agricultural workers to total vjorkers/ 1971. 

b. Average Food Grain Production Per Capita, 1978-79/80-81 

c. Percent Gross Irrigated Area to Gross cropped Area 1978 

Sources; 1. Same as for Tables 2-4. 

2. Government of Maharashtra, Directorate of Economics 
s-f-r 5 +-i.s-t-.icR- Economic Survey of Maharashtra 1981—82, 



Pemalf^ 

2 

Rural 

Percent 

Sex 

Popula- 

Predominent 


Work 

(Agri- 

Sc hedu- 

Ratio 

tion 

Crop 

States 

Partici- 

culture]) 

led Po- 


Density 

pation 

Develop- 

pulation 


(Per 



Rates 

ment 

(SC+ST) 


Square Khi) 



1981 

Ranks 

1971 

1981 

1981 
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Primary Census Abstract / 1963/ Delhi. 

^A Chandrasekhar/ Registrar General and Census Commissioner/ 
Census of India/ 1971/ Series-!/ Ini^a/ Part II-A ( ii) / Union 
Primary Census Abstract / 1974/ Delhi, 

Padmanabha/ Registrar General and Census Commissioner/ 
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TRENDS IN INTER-STATE VARIATIONS IN EMPLOYMENT 


PATTERN 


Dr, R,S»Mathur 
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INTRODUCTION 


This paper makes a study of census data on male workers 
with a view to examining the trends in inter-state variations 
in employment pattern from 1951 to 1981 and providing an 
explanation thereof. The focus on male workers has been 
dictated by the fact that the census statistics on female 

workers shows a high degree of vol etality of which a large 

by ^ ^ ^ 

part is to be accounted for /changes in the concept - 
of *'work". Male participation in work 
being of a more stable character, the changes in the 

concepts of ’*work*' may be expected to have affected comparability 

only inconsequentially, Despite this limitation, a 

study of male workers, as it relates to an overwhelming 

proportion of total workers ( 70 percent to 80 percent in 

different censuses), should reveal the overall direction of change 

■i n +:hp am-nlovment "Dattem that has occurred in India 





in regard to disparity, “we have kept ourselves confined to 
the broad sectors because (i) the detailed classification 
of workers in 1981 is not yet available and (ii) we find from 
the census statistics for 1951, 1961 and 1971 that a higher , 
proportion of workers in non-agri cultural sector is associated 
with a more diversified employment pattern. Given (ii) 
above, sacrificing the use of a more detailed classification 
scheme for delineating employment patter in favour of 
broad agricultural and non-agri cultural sectors helps us 
to concentrate on trends in inter-state disparity in 
respect of employment pattern. 

Inter-state trends are studied with respect to the 
States for which comparable statistics for all census 
years from 1951 to 1981 are available'. This has meant 
exclusion of the States formed later' alongwith Assam for 
which 1981 census statistics is not available and bracketing 
of Gu;3arat with Maharashtra and Punjab with Haryana. 


TABLE 1 


PERCENTACE DISTRIBUTIOM OF MALE WORKERS BY BROAD 


N on-Agricultur el 


Agriculture 


tural 

labour 


0 D ntd • • « • 



: 3 s. 
Table 1 


bage Distribution of Male Workers 
Activities in Censuses (c6ntdT)~ ~ 


States 


Census 


Agrl rulture 
dulti- AgriGultu- 
vators ral labour 


Non-Agri cultural 


Gu;3arat + 
Maharashtra 


Kerala 


Madras 


Mysore 


Orissa 


Pun;3ah 


Rajasthan 


West Bengal 


1951 

41.03 

17.85 

41.12 

1961 

43.59 

16.09 

40.32 

1971 

39.14 

20.19 

40.67 

1981 

35.59 

18,22 

46.19 

1951 

25.62 

22.75 

51.63 

1961 

22.92 

13.09 

63.99 

1971 

21.81 

25.10 

53.09 

1981 

15.81 

23.38 

60.81 

1 1951 

54.01 

21.77 

24.22 

1961 

59.44 

14.00 

25.56 

1971 

56.70 

19.33 

23 .97 

1981 

54.00 

17.72 

28.28 

1951 

40.98 

17.72 

28.28 

1961 

41.87 

14.30 

43.83 

1971 

34.51 

24.15 

41.34 

1981 

31.98 

23.16 

44.56 

1951 

52.21 

14.53 

33.25 

1961 

53.36 

12.60 

34,04 

1971 

44.16 

21.12 

34.72 

1981 

43.06 

18.93 

38.01 

1951 

57.92 

16.17 

25.91 

1961 

59.78 

15.11 

25.12 

1971 

52.71 

25.33 

21.96 

1981 

52.70 

23.17 

24.13 

1951 

54.48 

9.79 

35.73 

1961 

51 .86 

8.38 

39.76 

1971 

45.80 

18.49 

35.71 

1981 

40.57 

19.81 

39.62 

1951 

64.56 

4.94 

30.50 

1961 

68.47 

3.75 

27.78 

1971 

65.07 

7.63 

27,30 

1981 

61.40 

5.92 

32,68 

. 1^1 

66,56 

6.47 

26.67 

1961 

63.62 

9.05 

27.32 

1971 

59“ "10 

17.18 

23.72 

1981 

59.26 

14.42 

26 .32 

1951 

36.32 

14.71 

48,96 

1961 

38.76 

14.41 

46.83 

•ly/i 

33.58 

25,00 

41.42 

1981 

32.39 

23.32 

44.29 

1951 

51.90 

14.95 

33.15 

1961 

51 .47 

13.42 

35.11 

1971 

46.23 

21.26 

32.51 

1981 

4^.77 

19.77 

36 .45 


all INDIA 
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Statistics 


Table 1 gives a percentage break-rup of workers into 

agricultural (cultivators and agrirultural labourers) and 
non-agri#altaral sectors. It shows that (i) most of the 
States with the exception of Orissa, Uttar Pradesh and 
West Bengal have experienced an increase in the proportion 
of workers engaged in non-agricultural sector and (ii) 

■within the agricul-tural sector, there has been a decrease 
in the proportion of workers engaged as cultivators and 

an increase in that of agricultural labourers in all the States 

except Madhya Pradesh where the proportion of cultivators, 
with inter-censal fluctuations, remained stationary. 
Dispossession from land as cultivators provides a source 
of supply of wage labour in or out of the agricultural 
sector, in addition to the natural growth of numbers among 
agricultural labourers and non-agricultural labourers. The 

grwoth of employment in non-agricultural sector relatively 
to that in agriculture as agricultural labour would depend 

upon the relative strength of demand for labour fron the 
two sectors, (iii) the increase- in the proportion of non-^ 
agricultural workers, irrespective of the initial proportion 
of employment, has been of 4 percent t-o 5 percent for most 
of the States, With Andhra Pradesh, Rajasthan and Kerala as 
exceptions. This has resulted in narrowing the inters 
state variation in the proportions engaged in different 




categories. Table II which gives the values of coefficients 


of variation confirms this fact 


TABLE , II 


VAUJES OF COEFFICIENTS OF VARIATION 


Census ^Cultivators Agricultural Non-Agri cultural 

Labour Workers 




la 




i 
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The rationale underlying the model is that the 
influence of population on the pattern of employment heing 
of a type which is not likely to change , the share of 
workers in the non-agri cultural sector can rise if improvements 
in agricultural productivity help release the supply of 
labour which would be absorbed in non-agri cultural employment 
if demfind rises. The demand and the extent of its diversifi- 
cation depends- -upon per capita income. 

The inter-state disparities would widen or shrink if 
the relationship between the dependent variable and 
independent variables gets altered or modified due to some 
fresh development. With a view to examining this issue, 
the same explanatory model has been used to explain the 
inter-state variations in the proportion of male workers 
in non-agricultural sector in 1951 and in 1981, The 
influence of each of the explanatory variables has been 
examined by successively controlling the influence of 
remaining. t’V- variables, using partial correlation analysis. 
Significance of the finding has been tasted with the help 
of 't» test, the values of which are given in parentheses 
below the 2nd order partial coefficients. 


te' 



Re suits and Conclusion 


Correlation matrix for 1951 and for 1981 are given 


below 


tabulated values 


* computed ’t' values exc 
at 1 percent level. 



"i, 

"^2 




4^1 

^2 


h 


1,000 

0.538 

0.686 

0.667,' 

Xi 

1.000 

0.538 

0.524 

0.676 

Xg 

0.538 

1.000 

0,262 

0.930,' 

0.294’ 

X2 

0.538 

1.000 

0*088 

0.910 


0,686 

0.262 

1.000 

^3 

0.524 

0.088 

1.000 

0.155 

X4 

0.667 

0.930 

0,294 

1 .000’, 

, 

^4 

0.676 

0.910 

0.155 

1.000 
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Following conclusions follow ; 

(1) Tha model has a high explanatory power and shows 
a more or less stahle ]pattem of relationships, 

(2) The influence of jpopulation on the level of non- 
agricultural emplo 3 nnent, controlling for the influence of 

per capita income and agricultural laroductivity is insignificant 
and remains more or less the same over time, 

(3) The influence of both per capita income and 
agricultural productivity on the dependent variable is weaker 
in 1981 than it was in 1951i It appears that the sources 

of improvements in agricultural productivity have changed in 
such a manner as to release less labour. Labour absorptive 
capacity of new farm technology is rated to be high, ^ ^ ^ ^ 

the other hand » increased per capita income does not seem 
to be i^tting translated into as much demand for lab'ur 
as before due to increased capital intensity. If true, 
such changes working behind supply and demand variables 
would explain reduced inter-state disparity in the proportion 
of male workers in the no n-agri cultural sector , 

4, Our model yields conclusions which are suggestive. 

It needs to be made more comprehensive by taking into 
account technological dimension of ]production both in the 
agricultural and non-agri cultural sectors. 


« • ♦ 
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1 


'^2 

jrv- 

5 

-4 


m mm mm. mm mm :Mi' mm mm mm « 

19^T’”19?T“ 

1981 

_1951„ 

— ifIL. 

_1951_1981_„ 

.1951 

Andhra 

Pradesh 

36.71 34.70 

194 

113 

1148 

257*5 

1560 

140 

Bihar 

22*39 17.24 

402 

223 

795 

180.6 

1857 

183 

Gu;3srat+ 46,19 41.12 
Maharashtra 

189 

94 

1840 

377.2 

1242 

93 

Kerala 

60.01 51.63 

654 

349 

1141 

303.9 

4043 

494 

Madhya 

Pradesh 

28.28 24.22 

118 

59 

877 

235.8 

932 

84 

Madras 

44.06 41,30 

371 

232 

1274 

244.7 

1807 

239 

Mysore 

38^01 33.25 

193 

101 

■ 1246 

286.8 

1443 

Il8 

Orissa 

24.13 25.91 

169 

94 

843 

251.8 

1571 

165 

Punjab 

39.62 35.73 

311 

155 

2073 

404,4 

2120 

159 

Rajasthan 

32.68 30.50 

100 

47 

1011 

256.3 

698 

63 

Uttar. . 
Pradesh 

'' 26.32 26.67 

377 

215 

994 

270.5 

1488 

190 

West ■ 
Bengal 

?.44.29 48.96 

6l4 

296 

1390 

471.4 

2873 

347 


Agricultural Productivity for 1951 is per acre 
while for 1981 it is per hectare. 




It has been found that increase in agricultural production 
has shown a distinct improvement in the post-independence erai 
It has also been observed that the growth in agricultural produ- 
ction remains higher after mid-sixties. In case of growth, in 
pre-mid-sixties, ej^ansion of area remains more important factor, 
while the productivity plays a much more irtportant role in the 
context of agricultural production after 1966—67 (table-l) . This 
increase in production and spurt in productivity after mid.— sixties 
is usually understood as agricultural development. Regional 
disparities that surfaced herein was taken to imply uneveness 
in the process of capitalist development of agriculture in the 
post independence India. 


be both. If it is due 


to increase in area, it inplies generally traairionai appruat.u w 
agricultural activity which brings about change in production but 
not in 'relations of production'. Even if this increase is due 
to irrigation expansion (also associated with increase intensity 
of cropping), it may not be different than the traditional approach 
unless irrigation ejpansion itself is non-tradition al like wide- 
spread use of power, for lift irrigation or canal irrigation in 
areas where there was either no irrigation and or non-canal surface 
irrigation and or lift irrigation using traditional technology. 

The technology which marks a break from traditional technology 
(that is, which marks a change in 'forces of Production') offers 
-Fnr increase in the level of consciousness of those 
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engaged in agricultural activities and thus, dynamises the process 
of change in the 'relations of production*. Irrigation eJ<pansion 
may then become an attribute of development. Similar is the case 
with productivity increase. The increase in piroductivity, if 
obtained, by say change in cropping pattern and or traditional 
irrigation and/or increased use of traditional tools and irapliments, 
manure and good quality of seeds, cannot bo associated with develop- 
ment. The increased surplus that came in the hands of agricultu-^ 
rists after independence led to increase agricultural production 
and productivity mostly on traditional lines. This hardly brought 
about a change in 'relations of Production'. Even the abolition 
of a class of intermediaries which was corrpleted all over India 
by early sixties did not by itself bring about much change in 
agrarian structure except it gave a little more security to top 
and middle level agriculturists. This brought about increase in 
production and productivity mostly on traditional lines but did not 
bring a change in 'relations of production' in most part of the 
rural India, The use of fertiliser is a step forward in the dire- 
ction of technological improvement and the use of fertilisers, 
pesticides and High Yielding Variety of seeds (known as the New 
Technology and which came specially after mid-sixties) is a break 
through so far technology in agricultural sector is concerned and 
therefore, it is an inportant attribute to agricultural develop- 
ment. This New Technology, though revolutionary, probably remained 
confined to some pockets of the irrigated areas only. If this be 
so, it will be difficult to support the thesis that Indian agri- 
culture has developed during last quarter century after independence. 
We arc confining our analysis upto 1972-73 because of absence of 
comparable statewise data of agricultural production beyond this 
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year. Our analysis relates to thirteen major states of India 
accounting for more than 95 per cent of population and agricultural 
production. 

Andhra Pradesh is a classic case where there is no evidence 
of increase in productivity in the post 1966-67 ( table-1) . The 
increase in production in earlier phase was mainly due to producti- 
vity increase and to some extent because of area expansion. When 
viewed against the backdrop of absence of dynamism in second 
phase# it suggests that the State has remained almost untouched by 
the New Technology. When one analysis the data relating to 
changes in irrigation and intensity of cropping (table-2) there 
is nothing to suggest widespread use of higher level of technology 
than what was existing. The increase in irrigation and intensity 
of cropping is too small to suggest any non-traditional technologi- 
cal change. The only evidence of some non-traditional technology 
is to be found in use of fertiliser and High Yielding Variety 
seeds and increase in tractor use (table-3). Here also tractor 
use may have increased mainly on account of transport need. Even 
then it indicates a technological stride. Maharashtra is a 
shade worse than Andhra Pradesh. The other extreme is exhibited 
by Punjab and Haryana. The increase in production and productivity 
is phenomenal after 1966-67 (i.e. second phase) clearly indicating 
the inpact of the New Technology. The fertiliser use and percentage 
of area under High Yielding Variety seeds have been second highest. 
The tractor use has increased by 270 per cent inspite of the fact 
that it depicts highest number of tractors per hectare both in 
1966-67 and 1972-73 (table-3) . Not that it ranks first so far 
irrigation is concerned but that the expansion of irrigation is 
quite impressive in the second phase. There is sufficient evidence 
to show that agricultural development has taken place in these two 


states 
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Karnataka, Uttar Pradesh and Kerala find their place next only 
to Punjab and Haryana, where the production and productivity increase 
is higher after 1966-67 than before it. While productivity increase 
is more high in case of Karnataka than Uttar Pradesh, the number of 


tractors per acre has increased by 150 per cent in Karnataka as 
against 175, in Uttar Pradesh Which has remained second highest in 
this. While in Karnataka and Uttar Pradesh area effect was hardly 


visible, on the other hand, in Kerala area 


than productivity increase. Moreover productivity increase after 


But the productivity increase in Kerala in the second phase as com 
pared to the first phase (i.e,, pre-1966-67) is much higher (more 


than three times) than that in Karnataka and Uttar Pradesh. From 


the point of view of fertiliser and High Yielding Variety seeds the 
ranking will be in order of Uttar Pradesh, Kerala and Karnataka 
(table-3) . The area expansion in case of Kerala is reflected in 
incarease in intensity of cropping by 10 per cent after 1966-67 . 

This increase in use of land in Kerala can be attributed to strong 
communist movement there. West Bengal is not much different than 
Kerala. Here also high production increase in post-1966-67 is 
explained in terms of both area expansion and productivity increase 
High increase in intensity of cropping is in evidence after 1966-67. 
West Bengal is third highest in case of High Yielding Variety of 
seeds and rtinks ninth from the point of view of fertiliser use. 

Both in Kerala and West Bengal there is not much evidence of in- 
crc'ase in percentage of irrigated area. Thus, the role of communis 
movement which also brought about changes in the relations of produ- 
nn -f- He -rilled out in this context. Uttar Pradesh joins 


its claim for achieving 
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agricultural development because Western U, P# is almost similar 
to Punj ab-Haryana belt. But the case of Karnataka is doubtful 
because of itsvery low area under High Yielding Variety seeds* 


Rajasthan which resembles Uttar Pradesh# Kerala and Karnataka 
so far trend in production and productivity is concerned suffers 
from the limitation that the magnitude of change is not as high 
as theirs. There is evidence of some increase in irrigation and 
considerable increase in intensity of cropping. The high increase 
in productivity in post-1966-67 may also be# to some extent, due 
to the Technology. But nothing definite can be said. Moreover# 
Rajasthan is also low from the point of view of fertiliser use 
and High Yielding Variety seeds. It can only be clubbed with 
Karnataka so far agricultural development till 1972-73 is concerned. 
Tamil Nadu’s production increase after 1966-67 remains at the 
same level in both the phases but the productivity increase is 
more pronounced in second phase than before. Here also the area 
expansion is more prominent than productivity increase for explain- 
ing increase in production. Thus# it seems tradition plays more 
prominent part in explaining the increase in production. The only 
evidence of use of non— traditional technology is depicted by its 
highest use of fertiliser (table-3) . Madhya Pradesh also shows 
greater increase in agricultural production after 1966-67 than 
before it. Productivity increase is there in the second phase but 
probably the high figure of productivity increase may be due to the 
decline recorded in first phase. The fertiliser use and area under 
High Yielding Variety seeds also is the second lowest and lowest 
respectively in Madhya Pradesh and the tractor use was the second 

lowest in 1966-67 and the lowest in 1972-73. This is also a 

' Bihar, Gujarat and Orissa finds 


■fill 
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themselves in a situation which is characterized by lower growth 
of production and productivity after 1966-67 than before it* This 
indicates that new technology has yet to make its presence felt in 
these states. Analysed on the basis of fertiliser and High Yielding 
Variety seeds# Orissa ranks below Bihar and Gujarat, Bihar and 
Gujarat also show evidence of increase in irrigation. In case of 
Orissa also the situation is similar. The fall in the percentage 
of Gross Area Irrigated to Gross Sown Area in the first phase is 
due to high intensity of cropping and not decline in actual irriga- 
tion, Thereafter the irrigation shows an upswing. The case, 
thercfoi:e, is on the same footing so far absence of agricultural 
development is concerned as in Bihar and Gujarat, 

Thus, the States which have achieved agricultural development 
in the quarter century after independence are Punjab, Haryana, 

Kerala, West Bengal and Western U,P, These are also the areas 
where semi-feudal 'relations of production' is found to be weak.^ 
Pre-British India was a feudal monarchy which disintegrated with 
the advent of colonial social formation. But the feudal 'relations 
of production was not allowed to disintegrate con^letely. Land- 
lordism and semi -bonded direct producers (in an altered form) were 

2 

nourished and strengthened. 

In Permanently Set w led and Mahalwari areas, zamindars paid 
land revenue to government and tenants (who subsequently becama 
occupancy tenants under the zamindars) paid land rent to zamindajrs. 
Those of the tenants who leased— out land can be termed as tenant- 
landlords, The term landlord includes both zamindar and tenant 
landlords. In Royatwari areas the tenants paid land revenue directly 
to tho government. These tenants also leased— out land and were, 
therefore, landlords. This thin line of distinction between the 
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landlords and tenant-landlords vanished by sixties after the 
abolition of zamindari and Inami rights. 

The upper crust of the big peasantry were the only category 
which enjoyed localised political power and some sU2:plus value 
which they wasted on petty luxuries. The rest of the big peasantry 
had very little of surplus value while the middle peasantry had 
none. The agricultural labourers/ by and large, were the 'chronic 
deficit* households. They were forced to take consumption loans 
mainly frcro the big peasantry and also from money lenders on a 
rather regular basis. The latter subsequently became dominant land 
holders. This led to a system of informal bondage between the 
big peasantry and the agricultural labourers. This gave a lot of 
advantage to the big peasantry. They enjoyed the benefits arising 
out of 'distress sale* cheap and assured labour and aguired the 
lands of the agricultural labourers at throw away prices. 

The main constituent of the big peasantry in North India, 
specially in the Hindi speaking belt, were the upper caste Hindus. 
No upper caste Hindu could be classified as middle peasantry or 
agricultural labour. The middle peasantry consisted mainly of the 
middle caste Hindus. Bulk of the agricultural labourers were drawn 
from Scheduled Castes and Scheduled Tribes. There was no such 
sharp class and caste idc'ntity in South India, No doubt the 
Brahmin agriculturists were always the big peasantry; the castes, 
next in hierarchy were both big peasantry and middle peasantry, 
Theref'-’re, while in Iforth class and caste contradictions were more 
■ir less i Icntical, no such identity could be found in the South, 
Th..rof ro, the anti-Brahmin movement which rocked the South for 
few decades bcgining with the twenties of this century, could only 
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weaken the priestly dominance but did not do any significant 
damage to other feudal features. On the other hand/ the Moplah 
rebellian which began in eighteen seventies/ flared up again in 
eighteen nineties and nineteen seventies was basically; against 
the usurious e3<ploitation. The fall out also helped the. commu- 
nist movement of enduring nature which considerably weakened 
the features of feudal dominance in Kerala by ’early fifties of 
this Century. It was the same story with the Deccan riots in 
the black soil cotton growing belt in later half of the nine- 
teenth century. This belt forms a large part of Maharashtra 
and some part of Gujarat, The flare-up was against the, usurers 
and cotton traders. This flare up followed the cotton boom of 
eighteen sixties. This and the industrialisation of Western 
India inspite of the British colonial policy to the contrary/ 
also weakened the features of feudal dominance. Maharashtra 
agriculture emerged as Kulak agriculture in the post-independence 
era dcminated by big sugar and cotton cooperatives. Similar 
was the case with Bengal. The early industrialisation of Bengal^, 
the labna peasant uprising of 1873 followed peasant 
in Dacca, Mymcnsingh/ Tripura/ Backerganje/ Faridpore, 
and Bograh and then the Tebhaga movement against the 3 
in later half of the forties of this century weakens 
features of feudal relations. Something .different 
runjab-Hnryana belt. i\kali movement in ihidr- twenties of 
century dislodged the Mahanthas of Gurudwaras and democ 
thcdr management. This gave the firm, jerk to the traditional 
sccial dominance. Moreover, 
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rule# Punjab and Haryana (excluding the areas which form the part 
of Pakistan) received 10.8 per cent of total investments on 
irrigation in India where it accounted for less than 2.5 per cent 
of India's population, ^art from other reasons/ Punjab's support 
to the Britishers against the 1857 rebellian and uprising of 
Punjab peasantry (which was a very important Military recruitment 
sector) against growing alienation of lands to the money lenders 
led the Britishers to go ahead with some constructive works like 
investment in irrigation and Punjab Land Alienation Act 19C=2~3 
etc. According to one thesis Britishers invested in irrigation 
in areas which were important military recruitment centres,"^ 

There was a steady flow of army income in this area which reduced 
the percentage of 'chronically deficit* households in a signifi- 
cant manner. Then in mid-thirties of this century there erupted 
a Kishan Sab ha movement also dominated by comi?<''’nists (who were 
divided into several factions) challenging the exploitative 
aspects of colonial power, usurers and traders. This resulted in 
laws relating to debt redunption and restitution of land which 
were effectively implemented. The riots preceding and following 
independence of India which resulted in huge transfer of popula- 
tion from east to west and vice-versa, dislodged the big muslim 
zamindars. The PEPSU movement which began in forties of this 
century and assumed great importance after independence also 
rcjsulted in destruction of traditional features of feudal dominance 
and by early fifties of this century Jat power (i.e. the power of 
midcllo peasantry) emerged in Punjab to revolutionise agriculture 


and a decade later in Haryana. 
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There are evidences to suggest that there are other areas 
(like Maharashtra/ Gujarat^, West Godawari and Costal Andhra in 
Andhra Pradesh and Tanjaur district of Tamil Nadu) which show 
weak semi-feudal 'relations of production' Still agricultural 
development does not seem to have taken place in Maharashtra# 
Gujarat# Tamil Nadu and Andhra Pradesh. This is inspite of the 
fact that Tamil Nadu and Andhra Pradesh belong to southern India 
were semi-feudal 'relations of production' is weak and Maharashtra 
and Andhra Pradesh where irrigation is fairly high (the necessary 
condition for the New Technology and it is also evident from 
Table -2# and table-3 that there exists high correlations between 
irrigation and fertiliser use (r = 0.84) and irrigation and High 
Yielding Variety of seeds (r = 0.85). Still Bihar with 25 per 
cent of Gross Area Irrigated to Gross Sown Area# does not: provide 
evidence for agricultural development. Bihar's non-development 
can be attributed mostly to semi-feudal 'relations of production'. 
But the case of Tamil Nadu, Andhra Pradesh# Maharashtra and Gujarat 
are not similar to that of Bihar. The non-development in such 
cases can be explained mainly in terms of rising input prices 
because of Indian market's strong linkage with Western irrperialism. 
This is also coraborated by progressive farmers' growing complain 
about declining surplus on account of sharply rising input costs. 
Imperialism otherwise also contributes to the condition favouring 
p 'ior adf.Tption of technology in agricultural sector and thereby 
prevents weakening of semi-feudal 'relations of production'. 

Thus# one can say that non-development of agriculture in large 
parts of India is mainly due to semi-feudal social formation and 


imperialist machinations. 
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Table - 


States 


Index of Agricul- Index of Area Index of Agricultural 
tural Production under all crops Productivity 


Five Years Ending* Five Years Ending* Five Years Endirg* 



1966-67 

1972-77 

1966-67 

1972-77 

1966-67 , 

1972-77 

India 

108.88 

122.08 

104.66 

103.69 

102.28 

113.59 

Andhra Pradesh 

114.33 

101.15 

102.78 

100.02 

111=43 

100=8^ 

Bi har** 

124.71 

116.73 

101.14 

101.85 

125.20 

114.08 

Gu j arat 

131.69 

114.70 

99.44 

102.82 

132.66 

111.10 

Kara a taka 

11Q.21 

129.89 

97.85 

99.51 

112.73 

130.53 

Kerala 

112.98 

127.67 

107.75 

116.17 

103.75 

111.03 

Madhya Pradesh 

92.86 

125.32 

104.50 

110.99 

88.82 

113.r 

Maharashtra 

99.36 

92.14 

100.56 

97.35 

98.78 

99.80 

Orissa 

131.16 

113.11 

108.59 

95.77 

120.49 

118.20 

Punjab & 
Haryana 

114.98 

170.11 

102.00 

109.94 

110.41 

157 - 80 

Rajasthan 

103.13 

108.10 

106.46 

i03.38 

96.82 

121.13 

Tamil Nadu 

116.36 

117.32 

118.57 

118.80 

109.72 

113.83 

Uttar Pradesh 

110.71 

130.70 

101.97 

103.32 

115.83 

120.39 

West Bengal 

118.77 

124.35 

106.12 

108.15 

114.05 

112,86 


*Baso period for 1967-68 is the average agricultural production 
for five years ending 60-61 and for 1972-73 the base period is 
five year ending 1967-68. 

**In case of Bihar data for 1967-68 was taken instead of 1966-61 
because this year recorded about 50 _ per cent decline 
agricultural production because of disasterous drought. 

Source of . -v Index of Agricultural Production, Jose, A.Vc, 

" Growth and Fluctuation in Indian 

to 1972-73/ Centro for Development Studies.# Uiior# 

Trivendrum, (memeograph) . 

2) For Area under All Crops, Government of India, 
Ministry of Agriculture and Irrigation. 
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Table - 2 



Average Percentage of Average Intensity of 

Gross Area Irrigated to Cropping 

Gross Sown Area _________ 



1956-57 

to 

1960-61 

1962-63 

to 

1966-67 

1968-69 

to 

1972-73 

1956-57 

to 

1960-61 

1962-63 

to 

1966-67 

1968- 

to 

1972-' 

India 

17.92 

19.22 

22.18 

1.14 

1.15 

1.17 

/indhra Pradesh 

29.34 

29.56 

30.24 

1.09 

1.11 

1.13 

Bi har 

18.22 

20.81 

25.24 

1.35 

1.28 

1.30 

Gujarat 

7.51 

8.87 

13.76 

1.04 

1.05 

1.07 

Karnataka 

8.16 

9.96 

12.97 

1.03 

1.04 

1.06 

Kerala 

21.58 

19.84 

20.53 

1.21 

1.23 

1.35 

Madhya Pradesh 

5.18 

5.75 

7.62 

1.12 

1.11 

1.12 

Ma haras htra 

6.18 

7.07 

8.47 

1.05 

1.05 

1.06 

Orissa 

18.60 

13.49 

15.51 

1.08 

1.24 

1.25 

Punjab & 
Haryana 

39.43 

47.10 

60.20 

1.31 

1.30 

1.39 

Rajasthan 

12.33 

13.27 

16.13 

1.08 

1.07 

1.29 

Tamil Nadu 

41.12 

45.45 

46.10 

1.27 

1.19 

1.19 

Urrat Pradesh 

25.11 

28.67 

35.34 

1.26 

1.27 

1.32 

west Bengal 

21.93 

22.83 

21.81 

1.16 

1.19 

1.26 




Average con- 
sumption of 
fertilisers 
per hectare 
in Kg. for 
the five 
years ending 
197 2-73 


Percentage of <.Number of tractor per 

area under 000 hectares 

High Yielding 

Variety of 

seed to Net 

Sown Area 

for the 

five years, 

ending 

1972-73 1966-67 1972-73 


Andhra Pradesh 


Madhya Pradesh 


Rajasthan 


Tamil Nadu 


2) For Number of tractors, 
Zibs tract of India. 
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